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PROPOSED  RULE  MAKING 


FEDERAL  HOME  LOAN  BANK  BOARD 

[12  CFR  Part  546  ] 

(No.  73-25] 

FEDERAL  MUTUAL  SAVINGS  AND 
LOAN  ASSOCIATIONS 

Mutual  to  Stock  Conversions 

Janttary  3,  1973. 

The  third  vinnumbered  paragraph  of 
section  5(1)  of  the  Home  Owners’  Loan 
Act  of  1933,  as  amended  (12  U.S.C.  1464 
(1) ) ,  among  other  things,  authorizes  Fed¬ 
eral  mutual  savings  and  loan  associations 
to  convert  to  the  stock  form  upon  an 
equitable  basis  and  subject  to  the  ap¬ 
proval  by  regulations  or  otherwise  of  the 
Federal  Home  Loan  Bank  Board  and  the 
Federal  Savings  and  Loan  Insurance 
Corporation.  This  authority  has  been  im¬ 
plemented  by  §  546.5  of  the  Board’s  rules 
and  regulations  for  the  Federal  savings 
and  loan  system  (12  CFR  546.5) . 

In  a  companion  proposal  made  on  the 
same  date  as  this  proposal,  the  Board 
proposes  to  replace  its  existing  regiila- 
tions  dealing  with  mutual  to  stock  con¬ 
versions  with  a  new  Part  563b  of  its  rules 
and  regulations  for  insurance  of  accounts 
(12  (TFR  Part  563b).  If  that  companion 
proposal  were  adopted  it  would  not  be 
necessary  for  the  Board  to  continue  to 
provide  for  conversions  of  Federal  asso¬ 
ciations  to  the  stock  form  under  the  rules 
and  regulations  for  the  Federal  savings 
and  loan  system.  An  extended  preamble 
to  that  companion  proposal  describes  the 
contents  of  proposed  Part  563b  and  the 
Board’s  reasons  for  making  the  proposal. 

For  the  reasons  specified  above  and  in 
that  companion  pr(^}06al.  the  Board 
would  amend  Part  546  of  the  Federal  reg¬ 
ulations  by  revoking  §  546.5  thereof. 

Interested  persons  are  invited  to  sub¬ 
mit  written  data,  views,  and  arguments 
to  the  Office  of  the  Secretary,  Federal 
Home  Loan  Bank  Board,  101  Indiana 
Avenue  NW.,  Washington,  DC  20552,  by 
March  12,  1973,  as  to  whether  this  pro¬ 
posal  should  be  adopted,  rejected,  or 
modified.  Written  material  submitted 
will  be  available  for  public  inspection  at 
the  above  address  unless  confidential 
treatment  is  requested  or  the  material 
would  not  be  made  available  to  the  public 
or  otherwise  disclosed  under  S  505.6  of 
the  general  regulations  of  the  Federal 
Home  Loan  Bank  Board  (12  CFR  505.6). 

(Sec.  5,  48  Stat.  132,  as  amended;  12  UB.C. 
1464.  Reorg.  Plan  No.  3  of  1947,  12  FR  4981, 
3  CFR,  1943-48  Comp.,  p.  1071 ) 

By  the  Federal  Home  Loan  Bank 
Board. 

[sealI  Grenville  L.  Millard,  Jr., 
Assistant  Secretary. 

(FR  Doc.73-4eo  Piled  l-10-73;8:46  am] 


[  12  CFR  Parts  563,  563b,  571  ] 

[No.  73-26] 

FEDERAL  SAVINGS  AND  LOAN 
INSURANCE  CORPORATION 

Conversions  of  Insured  Institutions 
From  Mutual  Into  Stock  Associations 

January  3,  1973. 

The  third  unnumbered  paragraph  of 
section  5(i)  of  the  Home  Owners’  Loan 
Act  of  1933,  as  amended  (12  U.S.C.  1464 
(i) ) ,  among  other  things,  authorizes  Fed¬ 
eral  mutual  savings  and  loan  associations 
to  convert  to  the  stock  form  upon  an 
equitable  basis  and  subject  to  the  ap¬ 
proval  by  regulations  or  otherwise  of  the 
Federal  Home  Loan  Bank  Board  and  the 
Federal  Savings  and  Loan  Insurance  Cor¬ 
poration  (FSLIC).  This  authority  has 
been  implemented  by  §  546.5  of  the  rules 
and  regulations  for  the  Federal  savings 
and  loan  system  (12  CPU  546.5).  ’The 
laws  of  somewhat  less  than  half  the 
States  permit  the  chartering  of  both  mu¬ 
tual  and  stock  savings  and  loan  associa¬ 
tions  and  the  conversion  of  mutual  asso¬ 
ciations  into  stock  associations.  Under 
’Title  rv  of  the  National  Housing  Act,  as 
amended  (12  U.S.C.  1724  et  seq.)  the 
Board,  as  operating  head  of  the  Federal 
Savings  and  Loan  Insurance  Corpora¬ 
tion,  has  authority  to  regulate  any  such 
conversion  involving  an  association 
whose  accoimts  are  insured  by  the  Cor¬ 
poration.  This  authority  has  been  imple¬ 
mented  by  §  563.22-1  of  the  rules  and 
regulations  for  insurance  of  accounts  (12 
CFR  563.22-1),  whose  requirements  are 
substantially  similar  to  those  of  said 
§  546.5. 

Since  December  5,  1963,  the  Board  has 
maintained  a  moratorium  on  conversions 
of  all  FSLIC-insured  institutions,  both 
federally  chartered  and  State-chartered, 
from  the  mutual  to  the  stock  form.  ’This 
moratorium  was  imposed  primarily  be¬ 
cause  of  abuses  arising  from  earlier  con¬ 
versions  and  because  of  the  absence  of 
sufficient  information  and  knowledge  on 
how  conversions  can  occur  in  a  safe  and 
fair  manner  and  without  undue  injury  to 
the  stability  of  the  financial  and  man¬ 
agerial  structure  of  the  savings  and  loan 
industry. 

During  the  time  that  such  moratorium 
has  been  in  effect,  the  Board  has  engaged 
three  detailed  studies  of  this  difficult  sub¬ 
ject  (the  so-called  Scott  report,  Hester 
report,  and  FYiend  report).  In  order  to 
gain  further  information  and  expyerience, 
the  Board  in  February  1972  approved  a 
test  conversion  involving  Citizens  Federal 
Savings  and  Loan  Association  of  San 
Francisco,  Calif.  In  an  additional  effort 
to  obtain  information  and  experience  in 
this  area,  the  Board  In  July  1972  called 
for  study  applications.  Five  such  applica- 
ttons  were  received.  On  the  basis  of  the 


foregoing,  the  Board  in  September  1972 
directed  ^e  preparation  of  proposed  re¬ 
vised  conversion  regulations  and  decided 
that  the  moratorium  is  terminated  effec¬ 
tive  upon  the  final  adoption  of  revised 
conversion  regulations. 

The  proposed  regulations  would  revoke 
said  S  563.22-1  and  replace  it  by  adding 
a  new  Part  563b  of  the  rules  and  regula¬ 
tions  for  insurance  of  accoimts.  A  com¬ 
panion  proposal  would  revoke  §  546.5  of 
the  rules  and  regulations  for  the  Federal 
savings  and  loan  system.  New  Part  563b 
would  be  i^plicable  to  both  federally 
chartered  and  State-chartered  FSLIC- 
insured  associations. '  Part  563b  would 
govern  only  ordinary  conversions  in 
which  the  converted  institution  is  insured 
by  the  FSLIC.  It  would  not  govern  con¬ 
versions  involving  mergers  and  holding 
companies  and  conversions  in  which  the 
converted  institution  is  not  insured  by 
the  FSLIC.  In  addition,  certain  related 
amendments  dealing  with  management 
contracts,  stock  opticms,  and  Federal 
charter  amendment  are  not  proposed  at 
this  time.  Proposed  regulations  on  related 
matters  are  being  prepared  and  it  is 
expected  that  they  will  be  proposed  at  a 
later  date  during  the  comment  period  for 
this  proposal. 

Included  in  these  proposals  are  three 
forms,  form  PA,  form  PS,  and  form  FA, 
to  be  used  in  connection  with  conver¬ 
sions  and  dealing  respectively  with  pre¬ 
liminary  approval,  proxy  and  informa¬ 
tion  statements,  and  final  approval. 
Because  of  their  integral  and  significant 
relationship  to  the  operation  of  Part  563b, 
they  are  published  for  comment  in  the 
same  manner  as  the  proposed  regula¬ 
tions. 

’The  general  contents  of  proposed  Part 
563b  may  be  summarized  as  follows:  Sec¬ 
tion  563b.l  deals  with  the  scope  of  the 
proposed  regulations  and  S  563b. 2  con¬ 
tains  necessary  definitions.  Section  563b.3 
sets  forth  the  general  sequence  of  proc¬ 
essing  applications  for  conversion  and 
provides  for  numerous  administrative  re¬ 
quirements  such  as  number  of  copies, 
place  of  filing,  format  for  filings,  amend¬ 
ments,  and  incorporation  by  reference. 
Section  563b.3  is  modeled  on  regulation 
C  of  the  Securities  and  Exchange  Com¬ 
mission  (SEC)  (17  CFR  230.400-494)  and 
is  designed  in  part  to  insure  that  the  fil¬ 
ings  under  Part  563b  can  be  used  by 
insured  institutions  without  substantial 
additional  expense  to  meet  the  formal 
filing  requirements  of  the  SEC.  Sectirai 
563b.4  deals  with  notice  of  filing  and 
confidentiality  of  filings.  Section  563b.4 
also  deals  with  the  difficult  question 
of  what  statemoits  may  be  made  by  the 
insured  institution  prior  to  preliminary 
approval  of  the  plan  of  conversion.  ’The 
Corporation  is  concerned  that  improper 
statements  made  prior  to  such  approval 
may  subject  the  association  to  serious 
liability. 
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Section  563b.5  is  one  of  the  most  sig¬ 
nificant  sections  of  proposed  Part  563b. 
Primarily,  it  deals  with  prohibited  and 
optional  provisions  in  plans  of  conversion 
and  specifies  a  formula  for  determining 
the  eligibility  of  accountholders  to  par¬ 
ticipate  in  the  conversion  distribution 
and  for  calculating  the  amount  of  the 
distribution  to  which  eligible  accoimt- 
holders  are  entitled.  In  general,  eligibility 
would  be  determined  as  of  a  fixed  distri¬ 
bution  record  date  and  such  date  would 
be  shifted  annually  an  automatically  to 
December  31  of  each  succeeding  year.  In 
general,  the  formula  for  determining  the 
amoimt  of  distribution  is  a  system  of  for¬ 
ward  time-weighting  which  operates  to 
discount  more  recent  deposits.  It  is  the 
present  conclusion  of  the  Board  that 
shifts  of  fimds  on  a  destabilizing  scale 
may  occur  among  insured  institutions 
unless  some  system  of  time-weighting  or 
time-averaging  is  employed  uniformly 
throughout  the  industry.  It  is  also  the 
present  conclusion  of  the  Board  that 
weighting  or  averaging  on  the  basis  of 
past  deposits  over  any  extended  period 
of  time  is  probably  not  feasible.  It  ap¬ 
pears  that  it  would  be  too  expensive  for 
insured  institutions  to  reconstruct  their 
past  deposit  records  far  enough  back¬ 
wards  in  time  for  weighting  for  averaging 
to  be  sufBciently  effective  in  discotiraging 
shifts  of  funds. 

Section  563b.6  deals  with  proxies, 
solicitations  of  proxies,  and  the  use  of 
proxy  and  information  statements  pre¬ 
pared  in  accordance  with  form  PS.  This 
section  and  form  PS  are  based  on  regu¬ 
lation  14A,  schedule  14A  and  form  10 
of  the  Securities  and  Exchange  Commis¬ 
sion  (17  CFR  240.14a-l  to  14a-12. 
240.14a^l01,  and  239.7  respectively) .  It  is 
the  intent  of  the  Board  that  this  section 
and  form  PS  should  operate  to  give  eligi¬ 
ble  accountholders  and  association  mem¬ 
bers  all  the  information  they  may  need 
to  vote  intelligently  on  the  plan  of  con¬ 
version  and  to  make  informed  investment 
decisions  with  respect  to  the  securities 
distributed  incident  to  conversion.  It  is 
also  the  intent  of  the  Board  that  S  563b.6 
and  form  PS  should  operate  to  produce 
a  document  which  Insiu^d  institutions 
may  use  without  substantial  additional 
expense  to  meet  the  registration  require¬ 
ments  of  section  12(g)  of  the  Securities 
Exchange  Act  of  1934. 

Section  563b.7  deals  with  form  and 
content  of  financial  statements  to  be  filed 
under  item  17  of  form  PS.  This  section 
is  based  on  regulation  S-X  of  the  SEC 
(17  cm  Part  210).  It  should  be  clearly 
noted  that  S  563b.7,  unlike  otlier  parts 
of  this  proposal,  is  designed  to  be  appli¬ 
cable  to  conversions  involving  mergers 
and  holding  companies,  as  well  as  ordi¬ 
nary  conversions.  Therefore,  some  parts 
of  §  563b.7  will  not  be  relevant  to  ordi¬ 
nary  conversions.  It  should  also  be  noted 
tliat  some  parts  of  item  17  will  not  be 
relevant  to  most  insured  institutions 
since  under  present  circumstances  their 
subsidiaries  considered  as  a  whole  do  not 
constitute  a  significant  subsidiary. 

Section  563b.8  concerns  requirements 
for  voting  by  members  and  notice  of  the 


meeting  of  members  to  consider  the  plan 
of  conversion.  Section  563b.9  deals  with 
pricing  and  distribution  of  securities  in¬ 
cident  to  conversion.  A  primary  require¬ 
ment  of  this  section  is  that  the  prices  be 
arrived  at  only  after  thorough  and  inde¬ 
pendent  appraisal.  Section  563b.  10  deals 
with  certain  reports  to  be  filed  following 
conversion. 

In  order  to  carry  out  these  proposals, 
the  Board  would  amend  Subchapter  D 
of  Chapter  V  of  Title  12  of  the  Code  of 
Federal  Regulations  substantially  as  set 
forth  below: 

PART  563— OPERATIONS 

§  563.22-1  [Revoked] 

1.  It  is  proposed  to  revoke  §  563.22-1. 

PART  563b— CONVERSIONS 

2.  It  is  proposed  to  add  a  new  Part 
563b  to  read  as  follows: 

Sec. 

563b.  1  Scope  of  part. 

563b.2  General  definitions. 

563b.3  General  procedures. 

663b.4  Notice  of  filing,  public  statements, 
and  confidentiality. 

663b.5  General  principles  for  conversions. 
563b.6  Solicitation  of  proxies  and  use  of 
proxy  and  Information  form. 
563b.7  Form  and  content  of  financial  state¬ 
ments. 

563b.8  Vote  by  members;  application  to  the 
corporation  for  final  approval. 
563b.9  Distribution  of  capital  stock. 

S63b.l0  Post -conversion  reports. 

Authority:  Secs.  402,  403,  407,  48  Stat.  1256, 
1257,  1260,  as  amended;  12  U.S.C.  1725,  1726, 
1730;  Sec.  5,  48  Stat.  132,  as  amended;  12 
U.S.C.  1464.  Reorg.  Plan  No.  3  of  1947,  12 
FR  4981,  3  CFR,  1943-48  Comp.,  p.  1071. 

§  563b.  1  Scope  of  part. 

This  part  shsdl  govern  conversions  from 
a  federally-chartered  mutual  insured  in¬ 
stitution  to  a  State-chartered  stock  in¬ 
sured  institution  and  conversions  from  a 
State-chartered  mutual  insured  institu¬ 
tion  to  a  State-chartered  stock  insured 
institution.  Except  as  provided  In  this 
part,  a  Federal  or  a  State-chartered 
mutual  Insured  institution  may  not  con¬ 
vert  to  a  stock  institution.  Any  provision 
in  a  form  prescribed  under  this  part  and 
covering  the  same  subject  matter  as  any 
provision  In  this  part  shall  be  controlling. 

§  563b.2  General  definitions. 

(a)  As  used  in  this  part  and  in  the 
forms  under  this  part,  the  following  defi¬ 
nitions  apply,  unless  the  context  other¬ 
wise  requires: 

( 1 )  Affiliate.  An  “affiliate”  of,  or  a  per¬ 
son  “affiliated”  with,  a  specified  person, 
is  a  person  that  directly,  or  indirectly 
through  one  or  more  intermediaries,  con¬ 
trols,  or  is  controlled  by,  or  is  under  com¬ 
mon  control  with,  the  person  specified. 

(2)  Amount.  The  term  “amount,” 
when  used  in  regard  to  securities,  means 
the  principal  amount  if  relating  to  evi¬ 
dences  of  indebtedness,  the  number  of 
shares  if  relating  to  shares,  and  the  num¬ 
ber  of  units  if  relating  to  any  other  kind 
of  security. 


(3)  Applicant.  An  “applicant”  is  an  in¬ 
sured  institution  which  has  applied  to 
convert  pursuant  to  this  part. 

(4)  Associate.  The  term  “associate.” 
when  used  to  Indicate  a  relationship  with 
any  person,  means  (i)  any  corporation  or 
organization  (other  than  the  applicant 
or  a  majority-owned  subsidiary  of  the 
applicant)  of  which  such  person  is  an 
oflScer  or  partner  or  is,  directly  or  indi¬ 
rectly,  the  beneficial  owner  of  10  percent 
or  more  of  any  class  of  equity  securities, 
(ii)  any  trust  or  other  estate  in  which 
such  person  has  a  substantial  beneficial 
interest  or  as  to  which  such  person 
serves  as  trustee  or  in  a  similar  fiduciary 
capacity,  and  (iii)  any  relative  or  spouse 
of  such  person,  or  any  relative  of  such 
spouse,  who  has  the  same  home  as  such 
person  or  who  is  a  director  or  officer  of 
the  applicant  or  any  of  its  parents  or 
subsidiaries. 

(5)  Association  members.  The  term 
“association  members”  refers  to  persons 
who.  pursuant  to  the  charter  or  bylaws 
of  the  applicant,  are  eligible  to  vote  at 
the  applicant’s  meeting  at  which  con¬ 
version  will  be  voted  upon. 

(6)  Board.  The  term  “Board”  refers 
to  the  Federal  Home  Loan  Bank  Board. 

(7)  Capital  stock.  ITie  term  “capital 
stock”  includes  permanent  stock,  guar¬ 
anty  stock,  permanent  reserve  stock,  or 
any  similar  certificate  evidencing  non- 
withdrawable  capital. 

(8)  Charter.  The  term  “charter”  in¬ 
cludes  articles  of  incorporation,  articles 
of  association,  or  any  similar  Instrument, 
as  amended,  effecting  (either  with  or 
without  filing  with  any  governmental 
agency)  the  organization  or  creatlcoi  of 
an  incorporated  or  unincorporated 
person. 

(9)  Control.  The  term  “control”  (in¬ 
cluding  the  terms  “controlling,”  “con¬ 
trolled  by,”  and  "under  common  control 
with”)  means  the  possession,  direct  or 
indirect,  of  the  power  to  direct  or  cause 
the  direction  of  the  management  and 
policies  of  a  person,  whether  through  the 
ownership  of  voting  securities,  by  con¬ 
tract,  or  otherwise. 

(10)  Corporation.  The  term  “Corpora¬ 
tion”  refers  to  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

(11)  Dealer.  The  term  “dealer”  means 
any  person  who  engages  either  for  all 
or  part  of  his  time,  directly  or  indirectly, 
as  agent,  broker,  or  principal,  in  the 
business  of  offering,  buying,  selling,  or 
otherwise  dealing  or  trading  in  securi¬ 
ties  issued  by  another  person. 

(12)  Director.  The  term  “director” 
means  any  director  of  a  corporation  or 
any  person  performing  similar  functions 
^Ith  respect  to  any  organization  whether 
incorporated  or  unincorporated. 

(13)  Eligible  account  holders.  The 
term  “eligible  accoimt  holders”  refers  to 
those  persons  who  are  eligible  to  receive 
a  pro  rata  distribution  of  the  ownership 
Interest  in  the  applicant  upon  its  con¬ 
version  pursuant  to  this  part. 

(14)  Employee.  The  term  “employee” 
does  not  Include  a  director  or  ofBcer. 
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(15)  Equity  security.  The  term  '‘equity 
security"  means  any  stock  or  similar  se¬ 
curity;  or  any  security  convertible,  with 
or  \v1thout  consideration,  into  such  a  se¬ 
curity,  or  carrying  any  warrant  or  right 
to  subscribe  to  or  purchase  such  security; 
or  any  such  warrant  or  right. 

( 16)  Insured  institution.  The  term  "in¬ 
sured  institution"  has  the  same  meaning 
as  in  §  561.1  of  this  subchapter. 

(17)  Material.  The  term  ‘‘material.’’ 
when  used  to  qualify  a  requirement  for 
the  furnishing  of  information  as  to  any 
subject,  limits  the  information  required 
to  those  matters  as  to  which  an  average 
prudent  investor  ought  reasonably  to  be 
informed  before  purchasing  an  equity 
security  of  the  applicant,  or  matters  as 
to  which  an  average  prudent  association 
member  ought  reasonably  to  be  informed 
in  voting  upon  the  plan  of  conversion  of 
the  applicant,  or  matters  as  to  which  an 
average  prudent  eligible  account  holder 
ought  reasonably  to  be  informed  in  de¬ 
termining  whether  to  purchase,  sell,  or 
retain  the  securities  being  issued  inci¬ 
dent  to  the  plan  of  conversion  of  the 
appli(;ant. 

(18)  Member.  The  term  ‘‘member” 
means  any  person  qualifying  as  a  mem¬ 
ber  of  an  insured  institution  pursuant 
to  its  charter  or  bylaws. 

(19)  Offer.  The  term  "offer,”  “offer 
to  sell,”  or  “offer  of  sale”  shall  Include 
every  attempt  or  offer  to  dispose  of,  or 
solicitation  of  an  offer  to  buy,  a  security 
or  interest  in  a  security,  for  value.  These 
terms  shall  not  include  preliminary  ne¬ 
gotiations  or  agreements  between  an  ap¬ 
plicant  and  any  underwriter  or  among 
underwriters  who  are  or  are  to  be  in  priv¬ 
ity  of  contract  with  an  applicant. 

(20)  Officer.  The  term  “ofl&cer”  means 
the  chairman  of  the  board,  president, 
vice-president,  secretary,  treasurer  or 
principal  financial  officer,  comptroller  or 
principal  accounting  officer,  and  any 
other  person  performing  similar  func¬ 
tions  with  respect  to  any  organization 
whether  incorporated  or  imincorporated. 

(21)  Person.  The  term  “person”  means 
an  individual,  a  corporation,  a  partner¬ 
ship,  an  association,  a  joint-stock  com¬ 
pany,  a  trust,  any  unincorporated  orga¬ 
nization,  or  a  government  or  politicsd 
subdivision  thereof, 

(22)  Proxy.  The  term  “proxy”  includes 
every  form  of  authorization  by  which  a 
perstm  is,  or  may  be  deemed  to  be,  desig¬ 
nated  to  act  for  an  associaticm  member 
in  the  exercise  of  his  voting  rights  in  the 
affairs  of  an  insured  institution.  Such  an 
authorization  may  take  the  form  of  fail¬ 
ure  to  dissent  or  object. 

(23)  Purchase.  'ITae  terms  “purchase” 
and  “buy”  include  every  contract  to  pur¬ 
chase,  buy.  or  otherwise  acquire  a  secu¬ 
rity  or  interest  in  a  security  for  value. 

(24)  Sale.  The  terms  “sale”  and  “sell” 
include  every  contract  to  sell  or  other¬ 
wise  dispose  of  a  security  or  interest  in  a 
security  for  value. 

(25)  Security.  ‘The  term  “security"  in¬ 
cludes  any  note,  stock,  treasury  stock, 
bond,  debenture,  transferable  share,  in¬ 
vestment  contract,  voting-trust  certifi¬ 
cate,  passbook  savings  account,  savings 


accomit,  certificate  of  deposit,  or  in  gen¬ 
eral.  any  instrument  commonly  known 
as  a  “security”;  or  any  certificate  of  in¬ 
terest  or  participation  in,  temporary  or 
interim  certificate  for,  receipt  for,  or 
warrant  or  right  to  subscribe  to  or  pur¬ 
chase,  any  of  the  foregoing. 

(26)  Solicitation;  solicit.  The  terms 
“solicitation”  and  “solicit”  refer  to  (i) 
any  request  for  a  proxy  whether  or  not 
accompanied  by  or  included  in  a  form  of 
proxy;  (ii)  any  request  to  execute,  not 
execute,  or  revoke  a  proxy;  or  (iii)  the 
furnishing  of  a  form  of  proxy  or  other 
communication  to  association  members 
under  circumstances  reasonably  calcu¬ 
lated  to  result  in  the  procurement,  with¬ 
holding.  or  revocation  of  a  proxy.  The 
terms  do  not  apply,  however,  to  the  fur¬ 
nishing  of  a  form  of  proxy  to  an  associa¬ 
tion  member  upon  the  imsolicited  request 
of  such  association  member,  the  per¬ 
formance  of  acts  required  by  §  563b.6(f). 
or  to  the  performance  by  any  person  of 
ministerial  acts  on  behalf  of  a  i)erson 
soliciting  a  proxy. 

(27)  Subsidiary.  A  “subsidiary”  of  a 
specified  person  is  an  affiliate  controlled 
by  such  person,  directly  or  indirectly 
through  one  or  more  intermediaries.  (See 
also  “majority-owned  subsidiary,”  “sig¬ 
nificant  subsidiary”  and  “totally-held 
subsidiary”  in  S  563b.7.) 

(28)  Supervisory  agent.  The  term 
“Supervisory  Agent”  means  (i)  the  presi¬ 
dent  of  the  bank  of  the  Federal  home 
loan  bank  district  in  which  the  applicant 
has  its  principal  office,  or  (il)  any  other 
person  who  is  specifically  designated  as 
a  supervisory  agent  by  toe  Corporation 
to  act  In  Its  behalf  In  the  administration 
of  this  part. 

(29)  Underwriter.  The  term  “under¬ 
writer”  means  any  person  who  has  pur¬ 
chased  from  an  applicant  with  a  view 
to,  or  offers  or  sells  for  an  applicant  In 
connection  with,  the  distribution  of  any 
security,  or  participates  or  has  a  direct 
or  indirect  participation  In  the  direct  or 
indirect  underwriting  of  any  such  under¬ 
taking;  but  such  term  shall  not  include  a 
person  whose  interest  is  limited  to  a  com¬ 
mission  from  an  underwriter  or  dealer 
not  In  excess  of  the  usual  and  customary 
distributors’  or  sellers’  commission. 

§  563b.3  General  proeediir»%.. 

(a)  (1)  Preliminary  approval.  An  ap¬ 
plicant  that  desires  to  convert  in  accord¬ 
ance  with  this  part  shall  file  an  applica¬ 
tion  for  preliminary  approval  in  10  copies 
on  forms  prescribed  by  the  Corporation. 
Copies  of  such  forms  may  be  obtained 
from  any  Federal  home  loan  bank  or  the 
Office  of  the  Secretary  of  the  Board. 

(2)  Approval  of  members.  The  plan  of 
conversion  shall  not  be  submitted  to  a 
vote  of  the  members  In  accordance  with 
§  563b.8.  until  the  Corporation  has  given 
preliminary  approval  of  the  plan  of  con¬ 
version. 

(3)  Final  approval.  Upon  approval  by 
association  members  of  a  plan  of  conver¬ 
sion,  an  applicant  may  file  an  applica¬ 
tion  for  final  approval  In  accordance  with 
S  563b.8  In  10  copies  on  forms  prescribed 
by  the  Corporation.  Copies  of  such  forms 


may  be  obtained  from  any  Federal  home 
loan  bank  or  the  Office  of  the  Secretary 
of  the  Board. 

(b)  Return  of  improperly  executed  or 
materially  incomplete  filings.  Any  appli¬ 
cation  for  preliminary  approval  that  is 
improperly  executed,  or  that  does  not 
contain  copies  of  a  (1)  plan  of  conver¬ 
sion,  (2)  preliminary  proxy  and  infor¬ 
mation  statement  with  signed  financial 
statements  and  (3)  form  of  proxy,  shall 
not  be  accepted  for  filing  and  shall  be 
returned  to  the  applicant.  Any  applica¬ 
tion  for  preliminary  approval  ccmtaining 
a  materially  incomplete  plan  of  conver¬ 
sion,  proxy  and  information  statement  or 
form  of  proxy  may  be  returned  by  the 
Corporation  to  the  applicant. 

(c)  Number  of  copies;  place  of  filing; 
binding;  signatures.  (1)  Whenever  a  re¬ 
quirement  is  made  imder  this  part  for 
the  filing  of  four  copies  of  any  document 
with  the  Corporation,  one  copy  shall  be 
filed  with  the  Supervisory  Agent  and 
three  copies  with  the  Office  of  the  Secre¬ 
tary  of  the  Board.  Whenever  a  require¬ 
ment  is  made  under  this  part  for  the 
filing  of  10  or  more  copies  of  any  docu¬ 
ment  with  the  Corporation,  three  copies 
shall  be  filed  with  the  Supervisory  Agent 
and  the  remaining  copies  with  such  Office 
of  the  Secretary  of  the  Board.  Whenever 
a  requirement  is  made  under  this  part 
that  a  document  to  be  filed  be  manually 
signed,  one  manually  signed  copy  shall 
be  filed  with  the  Supervisory  Agent  and 
another  with  such  Office  of  toe  Secre¬ 
tary.  Each  of  the  copies  filed  under  this 
part  shall  be  bound,  in  one  or  more  parts, 
without  stiff  covers.  ’The  binding  shall  be 
made  on  the  side  or  stitching  margin  in 
such  manner  as  to  leave  toe  reading 
matter  legible. 

(2)  At  least  two  copies  of  every  appli¬ 
cation  and  every  amendment  thereto 
filed  shall  be  manually  signed  by  (i)  a 
duly  authorized  representative  of  the 
applicant  on  its  behalf,  (ii)  its  principal 
executive  officer,  (iii)  its  principal  finan¬ 
cial  officer,  (iv)  its  principal  accounting 
officer,  an(l  (v)  at  least  two-thirds  of  its 
board  of  directors  or  persons  perfoi-ming 
similar  functions. 

(3)  If  any  name  is  signed  to  an  appli¬ 
cation  or  any  amendment  thereto  pur- 
.suant  to  a  power  of  attorney,  four  copies 
of  such  power  of  attorney,  including  two 
manually  signed,  shall  be  filed  with  the 
application. 

(4) (i)  Except  as  provided  in  para¬ 
graph  (c)  (4)  (ii)  of  this  section,  the  fil¬ 
ing  of  any  application  or  amendment 
thereto  under  this  part  shall  constitute  a 
representation  of  the  applicant  by  its 
dxily  authorized  representative,  the  ap¬ 
plicant’s  principal  executive  officer,  the 
applicant’s  principal  financial  officer, 
and  the  applicant’s  principal  account¬ 
ing  officer,  and  each  member  of  the  ap¬ 
plicant’s  l^ard  of  directors  (whether  or 
not  such  director  has  signed  the  appli¬ 
cation  or  any  amendment  thereto)  sev¬ 
erally  that  (A)  he  has  read  such  applica¬ 
tion  or  amendment,  (B)  in  the  opinion  of 
each  such  person,  he  has  made  such  ex¬ 
amination  and  Investigation  as  Is  nec- 
es.sary  to  enable  him  to  expre.ss  an  In¬ 
formed  opinion  that  such  application  or 
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amendment  complies  to  the  best  of  his 
knowledge  and  l^lief  with  the  appiica- 
ble  requirements  of  this  part  and  forms 
prescribed  thereunder,  and  (C)  each 
such  person  holds  such  informed  opinion. 

(ii)  The  representations  specified  in 
paragraph  (c)  (4)  (1)  of  this  section  shall 
not  be  deemed  to  have  been  made  by  any 
director  of  the  applicant  who  did  not 
sign  the  application  or  any  amendment 
thereto,  if,  and  only  to  the  extent  that, 
such  director  files  with  the  Corporation 
within  10  business  days  after  the  filing 
of  such  application  or  amendment  a 
statement  describing  those  portions  of 
such  filing  as  to  which  he  does  not  so 
represent. 

(d)  Requirements  as  to  paper  and 
printing.  (1)  Applications  shall  be  filed 
on  good  quality,  unglazed,  white  paper, 
approximately  8V2  by  13  or  8*4  by  11 
inches  in  size,  insofar  as  practicable. 
However,  tables,  charts,  maps,  and  fi¬ 
nancial  statements  may  be  on  larger 
paper  if  folded  to  such  sizes,  and  the  plan 
of  conversion  and  proxy  and  information 
statement  may  be  on  smaller  paper  if  the 
applicant  so  desires. 

(2)  Applications  and.  insofar  as  prac¬ 
ticable,  all  papers  and  documents  filed  as 
a  part  thereof,  shall  be  printed,  litho¬ 
graphed,  mimeographed,  or  typewritten. 
However,  applications  or  any  portion 
thereof  may  be  prepared  by  any  similar 
process  which,  in  the  opinion  of  the  Cor¬ 
poration,  produces  copies  suitable  for 
a  permanent  record.  Irrespective  of  the 
process  used,  all  copies  of  any  such  ma¬ 
terial  shall  be  clear,  easily  readable 
and  suitable  for  repeated  photocopying. 
Debits  in  credit  categories  and  credits 
in  debit  categories  shall  be  designated  so 
as  to  be  clearly  distinguishable  as  such 
on  photocopies. 

(e)  Method  of  preparation.  Eveiy  ap¬ 
plication  shall  furnish  information  in 
item-and-answer  form  in  response  to  the 
Items  of  the  appropriate  form,  and  shall 
include  the  captions  of  the  form,  but 
omit  the  text  of  all  items  and  instruc¬ 
tions.  Every  proxy  and  Information 
statement  shall  present  information  as 
provided  in  paragraph  (k)  of  this  sec¬ 
tion  in  response  to  the  items  of  the  ap¬ 
propriate  form  in  lieu  of  furnishing  the 
information  in  item-and-answer  form, 
and  shall  omit  the  captions  and  text  of 
all  items  and  Instructions.  Every  pre¬ 
liminary  application  shall  Include  a 
cross-reference  sheet  showing  the  loca¬ 
tion  in  the  proxy  and  Information  state¬ 
ment  of  the  response  to  the  items  of  the 
appropriate  form.  If  any  such  item  is 
inapplicable,  or  the  answer  thereto  is  In 
the  negative  and  is  omitted,  a  statement 
to  that  effect  shall  be  made  in  the  cross- 
reference  sheet. 

(f)  Interpretation  of  requirements. 

(1)  Unless  the  context  indicates  other¬ 
wise,  the  forms  require  Information  only 
as  to  the  applicant. 

(2)  Whenever  words  relate  to  the  fu¬ 
ture,  they  have  reference  solely  to  pres¬ 
ent  intention. 

(3)  Any  words  Indicating  the  holder 
of  a  position  or  office  include  persons, 
by  whatever  titles  designated,  whose  du¬ 


ties  are  those  ordinarily  performed  by 
holders  of  such  positions  or  offices. 

(g)  Additional  information.  In  addi¬ 
tion  to  the  information  expressly  re¬ 
quired  to  be  Included  in  any  application 
under  this  part,  there  shall  be  added 
such  further  material  information,  if 
any,  as  may  be  necessary  to  make  the  re¬ 
quired  statements,  in  the  light  of  the 
circumstances  under  which  they  are 
made,  not  misleading. 

(h)  Information  unknown  or  not  rea¬ 
sonably  available.  Information  required 
need  be  given  only  insofar  as  it  is  known 
or  reasonably  available  to  the  applicant. 
If  any  required  Information  is  unknown 
and  not  reasonably  available  to  the  ap¬ 
plicant,  either  because  the  obtaining 
thereof  would  Involve  unreasonable  ef¬ 
fort  or  expense,  or  because  it  rests  pe¬ 
culiarly  within  the  knowledge  of  another 
person  not  affiliated  with  the  applicant, 
the  information  may  be  omitted,  subject 
to  the  following  conditions; 

(1)  The  applicant  shall  give  such  in¬ 
formation  on  the  subject  as  it  possesses 
or  can  acquire  without  unreasonable  ef¬ 
fort  or  expense,  together  with  the  sources 
thereof. 

(2)  The  applicant  shall  include  a  state¬ 
ment  either  showing  that  unreasonable 
effort  or  expense  would  be  involved  or 
indicating  the  absence  of  any  affiliation 
with  the  person  within  whose  knowledge 
the  information  rests  and  stating  the 
result  of  a  request  made  to  such  person 
for  the  infoimation. 

H)  Incorporation  of  certain  informa¬ 
tion  by  reference.  (1)  Where  an  item  in 
an  application  calls  for  informatiem  not 
required  to  be  included  in  the  proxy  and 
information  statement,  matter  contained 
in  any  part  of  the  application,  including 
exhibits,  may  be  incorporated  by  ref¬ 
erence  in  answer,  or  partial  answer,  to 
such  item.  No  Information  may  be  in¬ 
corporated  by  reference  in  a  proxy  and 
information  statement,  unless  the  docu¬ 
ment  containing  such  information  is  at¬ 
tached  thereto  or  is  siunmarlzed  or  out¬ 
lined  as  provided  in  paragraph  (j)  of  this 
section. 

(2)  Material  incorporated  by  reference 
shall  be  clearly  identified  in  the  refer¬ 
ence.  An  express  statement  that  the 
specified  matter  is  incorporated  by  refer¬ 
ence  shall  be  made  at  the  particular  place 
in  the  application  where  the  information 
is  required.  Matter  shall  not  be  incor¬ 
porated  by  reference  in  any  case  where 
such  incorporation  would  render  the 
statement  Incomplete,  unclear  or 
confusing. 

(j)  Summaries  or  outlines  of  docu¬ 
ments.  Where  a  summary  or  outline  of 
the  provisions  of  any  document  Is  re¬ 
quired,  only  a  brief  statement  shall  be 
made,  in  succinct  and  condensed  form, 
as  to  the  most  Important  provisions  of 
the  document.  In  addition  to  such  state¬ 
ment.  the  summary  or  outline  may  incor¬ 
porate  by  reference  particular  items,  sec¬ 
tions  or  paragraphs  of  any  exhibit  and 
may  be  qualified  in  its  entirety  by  such 
reference. 

(k)  Legibility  of  materials.  The  body  of 
all  printed  plans  of  converskm  and  proxy 


and  information  statements,  including 
all  notes  to  financial  statements  and 
other  tabular  data  included  therein,  shall 
be  in  roman  type  at  least  as  large  and  as 
legible  as  10-point  modem  type.  How¬ 
ever,  to  the  extent  necessary  for  con¬ 
venient  presentation,  financial  state¬ 
ments  and  other  tabular  data,  including 
tabular  data  in  notes,  may  be  in  roman 
type  at  least  as  large  and  as  legible  as 
8-point  modem  type.  All  such  type  shall 
be  leaded  at  least  2  points. 

(1)  Presentation  of  information.  (1) 
The  information  required  in  a  proxy  and 
information  statement  need  not  follow 
the  order  of  the  items  or  other  require¬ 
ments  in  the  appropriate  form.  Such 
information  shall  not,  however,  be  set 
forth  in  such  fashion  as  to  obscure  any 
of  the  required  information  or  any  in¬ 
formation  necessary  to  keep  the  required 
information  from  being  incomplete  or 
misleading.  Where  an  item  requires  in¬ 
formation  to  be  given  in  tabular  form  it 
shall  be  given  in  substantially  the  tabular 
form  specified  in  the  item. 

(2)  All  information  contained  in  a  plan 
of  conversion  and  proxy  and  informa¬ 
tion  statements  shall  be  set  forth  under 
appropriate  captions  or  headings  reason¬ 
ably  indicative  of  the  principal  subject 
matter  set  forth  thereunder.  Except  as 
to  financial  statements  and  other  tabular 
data,  all  information  set  forth  in  any 
fomi  under  this  part  shall  be  divided 
into  reasonably  short  paragraphs  or 
sections. 

(3)  Every  proxy  and  information  state¬ 
ment  shall  include  in  the  forepart  thereof 
a  reasonably  detailed  table  of  contents 
showing  the  subject  matter  of  its  various 
sections  or  subdivisions  and  the  page 
number  on  which  each  such  section  or 
subdivision  begins. 

(4)  All  information  required  to  be  in¬ 
cluded  in  a  proxy  and  information  state¬ 
ment  shall  be  clearly  understandable 
without  the  necessity  of  referring  to  the 
particular  form  or  to  the  regulations 
under  this  part.  Except  as  to  financial 
statements  and  information  required  in 
tabular  form,  the  information  set  forth 
in  a  proxy  and  information  statement 
naay  be  expressed  in  condensed  or  sum¬ 
marized  form.  Financial  statements  are 
to  be  set  forth  in  comparative  form,  and 
shall  include  the  notes  thereto  and  the 
accountants’  certificate  or  certificates. 

(m)  Application  of  amendments  to 
regulations  and  forms.  (1)  The  form  and 
contents  of  any  filing  imder  this  part 

made  after _ ,  1973  (date  of 

final  adoption  of  this  part)  need  conform 
only  to  the  applicable  regulations  and 
forms  in  effect,  and  contain  the  infor¬ 
mation  including  financial  statements 
specified  therein,  at  the  time  the  fil¬ 
ing  is  made,  notwithstanding  subsequent 
amendments  to  such  regulations,  except 
as  otherwise  provided  in  any  such 
amendment  or  in  subparagraph  (2)  of 
this  paragraph  (m) . 

(2)  Whenever  the  Corporation  pro¬ 
hibits  by  order  or  otherwise  the  use  of 
any  filing  imder  this  part,  the  form  and 
contents  of  any  filing  used  thereafter 
Shan  conform  to  the  requirements  of 
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such  order  and  the  applicable  regula¬ 
tions  and  forms  in  effect  at  the  time  such 
prohibition  ceases  to  be  effective. 

(n)  Consents  of  experts.  (1)  If  any  ac¬ 
countant,  attorney,  investment  banker, 
appraiser,  or  other  persons  whose  profes¬ 
sions  give  authority  to  a  statemait  made 
in  any  application  under  this  part  is 
named  as  having  prepared,  reviewed, 
passed  upon,  or  certified  any  part 
thereof,  or  any  report  or  valuation  for 
use  in  connectiwi  herewith,  the  written 
consent  of  such  person  shall  be  filed  with 
the  application.  If  any  portion  of  a  re¬ 
port  of  an  expert  is  quoted  or  sum¬ 
marized  as  such  in  any  filing  under  this 
part,  the  written  consent  of  the  ex¬ 
pert  shall  expressly  state  that  the 
expert  consents  to  such  quotation  or 
summarization. 

(2)  All  written  consents  filed  pursuant 
to  this  paragraph  (n)  shall  be  dated  and 
signed  manually.  A  list  of  such  consents 
shall  be  filed  with  the  application.  Where 
the  consent  of  the  expert  is  contained  in 
his  report,  a  reference  shall  be  made  in 
the  list  to  the  report  containing  such 
consent. 

(o)  Consents  of  persons  about  to  be¬ 
come  Directors.  If  any  i>erson  who  has 
not  signed  an  application  is  named  In 
the  proxy  and  information  statement  as 
about  to  become  a  director,  the  written 
consent  of  such  person  shall  be  filed  with 
the  appropriate  form. 

(p)  Date  of  filing.  The  date  on  which 
any  documents  are  actually  received  by 
the  Oflace  of  the  Secretary  of  the  Board 
shall  be  the  date  of  filing  thereof. 

(q)  Amendments.  All  amendments  to 
any  application  imder  this  part  shall  be 
filed  tmder  cover  of  an  appropriate  facing 
sheet,  shall  be  numbered  c<wisecutively  in 
the  order  in  which  filed,  and  shall  con¬ 
form  to  all  pertinent  regiilatlons  applica¬ 
ble  to  the  type  of  application  which  they 
amend. 

(r)  Pre-filing  conferences  with  appli¬ 
cants.  (1)  The  staff  of  the  Board  and  the 
Supervisory  Agent  will  be  available  for 
conferences  with  prospective  applicants 
or  their  representatives  in  advance  of 
filing  an  application  to  convert.  These 
conferences  may  be  held  for  the  purpose 
of  discussing  generally  the  problems  con- 
fnmting  an  applicant  in  effecting  con¬ 
version  or  to  resolve  specific  problems  of 
an  imusual  nature. 

(2)  Pre-filing  review  of  an  application 
may  be  refused  by  the  staff  of  the  Board 
and  the  Supervisory  Agent  if  such  review 
would  delay  the  examination  and  proc¬ 
essing  of  material  which  has  already 
been  filed  or  would  favor  certain  appli¬ 
cants  at  the  expense  of  others.  In  any 
conference  imder  this  paragraph  (r) ,  the 
staff  of  the  Board  and  the  Supervisory 
Agent  will  not  undertake  to  prepare  ma¬ 
terial  for  filing  but  will  limit  itself  to 
indicating  the  kind  of  Information  re¬ 
quired,  leaving  the  8M;tual  drafting  to  the 
applicant  and  its  representatives. 

§  563b.4  Notice  of  filing,  public  state¬ 
ments,  and  ctmfidentiality. 

(a)  Advertising  of  conversions.  No  in¬ 
sured  institution,  or  any  director,  o£Scer 


or  employee  thereof,  shall  advertise,  di¬ 
rectly  or  indirectly,  the  benefits  of  con¬ 
version  generally  or  of  any  i^an  of  con¬ 
version,  whether  its  own,  or  another 
institution’s. 

(b)  Information  prior  to  preliminary 
approval  of  plan  of  conversion.  (1)  An 
insured  Institution  which  is  considering 
converting  pmsuant  to  this  part  and  its 
directors,  officers,  and  employees  shall 
maintain  such  consideration  in  confi¬ 
dence  to  the  extent  consistent  with  the 
need  to  prepare  information  for  filing  an 
application  for  preliminary  approval.  If 
a  public  statement  should  become  essen¬ 
tial  as  a  result  of  rumors  prior  to  the 
adoption  of  a  plan  of  conversion  by 
the  applicant’s  board  of  directors,  such 
statement  shall  only  be  made  with  the 
prior  approval  of  the  General  Counsel  of 
the  Corporation. 

(2)  Promptly  after  the  adoption  of  a 
plan  of  conversion  by  its  board  of  direc¬ 
tors,  the  Insured  institution  shall  (i) 
notify  its  members  of  such  action  by 
issuing  a  press  release  and/or  mailing  a 
letter  to  each  of  its  members  and  (ii) 
have  copies  of  the  adopted  plan  of  con¬ 
version  available  for  inspection  by  its 
members  at  its  home  office  and  each 
branch  office.  Copies  of  the  proposed 
press  release  and  letter  are  not  required 
to  be  filed  with  the  Corporation,  but  may 
be  submitted  for  comment  to  the  Office  of 
General  Counsel.  Copies  of  the  definitive 
press  release  and  letter  shall  be  filed  with 
the  Corporation  as  part  of  the  applica¬ 
tion  for  preliminary  approval. 

(3)  The  press  release  and  letter,  unless 
otherwise  authorized  by  the  Corporation, 
shall  only: 

(i)  State  that  the  board  of  directors 
has  adopted  a  proposed  plan  to  convert 
the  institution  from  a  Federal  (or  State, 
as  the  case  may  be)  mutual  sissociatlon  to 
a  State-chartered  stock  association; 

(ii)  State  that  the  proposed  plan  of 
conversion  must  be  approved  by  at  least 
two-thirds  of  the  votes  eligible  to  be  cast 
by  association  members  at  a  meeting  at 
which  the  plan  will  be  submitted  for  their 
approval; 

(iii)  State  that  existing  proxies  held 
by  the  institution  will  not  be  voted  with 
respect  to  the  conversion,  and  that  new 
proxies  will  be  solicited  for  voting  on  the 
proposed  plan  of  conversion; 

(Iv)  State  that  a  proxy  and  informa¬ 
tion  statement  setting  forth  more  de¬ 
tailed  Information  with  respect  to  the 
proposed  plan  of  conversion  will  be  sent 
to  association  members  prior  to  the 
meeting  of  members; 

(v)  State  that  the  proposed  plan  of 
conversion  must  be  approved  by  the  Fed¬ 
eral  Home  Loan  Bank  Board  and  by  the 
appropriate  State  regulatory  authority  or 
authorities  (naming  such  an  authority  or 
authorities)  before  such  plan  can  become 
effective; 

(vl)  State  that  the  proposed  plan  of 
conversion  is  also  contingent  upon  ob¬ 
taining  favorable  tax  rulings  from  the 
Internal  Revenue  Service  or  an  appro¬ 
priate  tax  opinion; 

(Til)  State  that  there  is  no  assurance 
that  the  approval  of  the  Federal  Home 


Loan  Bank  Board  or  the  approval  of  the 
appropriate  State  authority  or  authori¬ 
ties  will  be  obtained,  and  also  no  assur¬ 
ance  that  the  favorable  tax  rulings  or 
tax  opinion  will  be  received; 

(viii)  State  the  proposed  record  date 
for  determining  the  eligible  account 
holders  entitled  to  receive  the  distribu¬ 
tion; 

(ix)  Describe  briefly  the  proposed  dis¬ 
tribution  terms  imder  the  proposed  plan 
of  conversion; 

(x)  State  that  the  proposed  distribu¬ 
tion  will  be  in  satisfaction  of  the  eligible 
account  holders’  ownership  interest  in 
the  institution  in  its  mutual  form  and 
briefly  describe  the  nature  of  such  owner¬ 
ship  interest; 

(xl)  State  the  title,  par  value  (if  any) 
and  approximate  amount  of  securities  to 
be  distributed  under  the  proposed  plan 
of  conversion; 

(xii)  Describe  briefly  the  extent  to 
which  directors,  officers  and  employees 
will  participate  in  the  distribution  of  se¬ 
curities  incident  to  the  conversion; 

(xili)  State  that  savings  account  hold¬ 
ers  will  find  their  deposits  in  the  con¬ 
verted  institution  identical  as  to  dollar 
amount,  rate  of  return  and  general  terms, 
and  that  their  accounts  will  continue  to 
be  Insured  identically  by  the  Federal  Sav¬ 
ings  and  Loan  Insurance  Corporation; 

(xiv)  State  that  the  institution  will 
also  continue  to  be  a  member  of  the  Fed¬ 
eral  Home  Loan  Bank  System; 

(XV)  State  that  borrowers’  loans  will 
be  unaffected  by  conversion,  and  that  the 
amount,  rate,  maturity,  secmity  and 
other  conditions  will  remain  contrac¬ 
tually  fixed  as  they  existed  prior  to 
conversion; 

(xvi)  State  that  the  normal  business 
of  the  institution  in  accepting  savings 
and  making  loans  will  continue  without 
interruption;  that  the  converted  institu¬ 
tion  will  continue  after  conversion  to 
conduct  its  present  services  to  savings 
account  holders  and  borowers  under  cur¬ 
rent  policies  to  be  carried  on  in  existing 
offices  and  by  the  present  management 
and  staff;  and  that  an  election  of  direc¬ 
tors  for  the  converted  institution  will 
occur  at  its  first  annual  meeting  after 
the  adoption  of  the  proposed  plan  of 
conversion  (unless  State  law  requires  the 
election  of  directors  at  the  meeting  at 
which  conversion  is  voted,  in  which  case 
so  state) ; 

(xvii)  State  that  the  proposed  plan  of 
conversion,  including  the  proposed  dis¬ 
tribution  terms,  may  be  substantively 
amended  by  the  board  of  directors  as  a 
result  of  comments  from  the  regulatory 
authorities  or  otherwise  prior  to  the  meet¬ 
ing,  and  that  the  proposed  plan  may  also 
be  terminated  by  the  board  of  directors 
prior  to  such  meeting;  and 

(xviii)  State  that  questions  of  mem¬ 
bers  will  be  answered  in  the  proxy  ma¬ 
terial  to  be  sent  after  the  regulatory  ap¬ 
provals  of  the  proposed  plan  of  conver¬ 
sion  have  been  obtained  and  that  any 
questions  at  this  time  may  be  answered 
by  telephoning  or  writing  to  the  Institu¬ 
tion. 

(4)  Such  press  release  and  letter  shall 
not  in  any  manner  solicit  proxies.  Include 
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financial  statements,  or  describe  the 
benefits  of  conversion  or  the  value  of  the 
capital  stock  of  the  institution  upon  con¬ 
version.  In  replying  to  inquiries,  the  In¬ 
sured  institution  should  limit  its  answers 
to  the  matters  listed  in  subparagraph  (3) 
of  this  paragraph  (b) . 

(c)  Notice  of  filing.  (1)  Promptly  after 
filing  an  application  for  preliminary  ap¬ 
proval,  the  applicant  shall  publish  a 
notice  of  such  filing  in  a  newspaper 
printed  in  the  English  language  and 
having  general  circulation  in  each  com¬ 
munity  in  which  an  office  of  the  appli¬ 
cant  is  located,  as  follows : 

Notick  or  Filing  or  Appucation  for  Pre¬ 
liminary  Approval  To  Convert  to  a  Stock 

Savings  and  Loan  Association 

Notice  Is  hereby  given  that,  pursuant  to 
Part  563b  of  the  ruies  -  and  regulations  for 

Insurance  of  Accounts _ 

(flil  in  name  of  applicant) 
has  filed  an  application  with  the  Federal 
Savings  and  Loan  Insurance  Corporation  for 
preliminary  approval  to  convert  to  the  stock 
form  of  organization.  Cc^les  of  the  applica¬ 
tion  have  been  delivered  to  the  Office  of  the 
Secretary  of  said  Corporation,  101  Indiana 
Avenue  NW.,  Washington,  DC  20552  and  to 
the  Office  of  the  Supervisory  Agent  of  said 
Corporation  at  the  Federal  Home  Loan  Bank 

of  _ _  _ _ 

(street  address)  (city) 

(State)  (Zip  Code) 

Written  comments  from  any  member  of 
the  applicant  will  be  considered  by  the  Cor¬ 
poration  if  filed  within  10  business  days  after 
the  date  of  this  publication.  Three  cities  of 
such  comments  should  be  sent  to  the  afore¬ 
mentioned  Office  of  the  Secretary  with  one 
copy  to  said  Office  of  the  Supervisory  Agent. 
The  proposed  plan  of  conversion  is  available 
for  inspection  by  any  savings  account  holder 
at  said  Office  of  the  Secretary  and  at  said 
Office  of  the  Supervisory  Agent.  A  copy  of  the 
plan  may  also  be  inspected  at  the  home  of¬ 
fice  and  any  branch  office  of  the  applicant. 

If  a  significant  number  of  the  applicant’s 
members  speak  a  language  other  than 
English  and  a  newspaper  in  that  language 
is  published  in  the  area  served  by  the  ap¬ 
plicant,  an  appropriate  translation  of 
such  notice  shall  also  be  published  in 
such  newspaper. 

(2)  Promptly  after  publication  of  the 
notice  or  notices  prescribed  in  subpara¬ 
graph  (1)  of  this  paragraph  (c),  the  ap¬ 
plicant  shall  file  four  copies  thereof 
with  the  Corporation  accompanied  by  an 
affidavit  of  publication  from  each  pub¬ 
lisher. 

(d)  Confidential  information.  Should 
the  applicant  desire  to  submit  any  in¬ 
formation  it  deems  to  be  of  a  confi¬ 
dential  nature  regarding  the  answer  to 
any  item  or  a  part  of  any  exhibit  in¬ 
cluded  in  any  application  under  this 
part,  such  information  pertaining  to  such 
item  or  exhibit  shall  be  separately  bound 
and  labeled  “confidential.”  Only  general 
reference  thereto  need  be  made  in  that 
portion  of  the  application  which  the  ap¬ 
plicant  deems  not  to  be  confidential.  Ap¬ 
plications  under  this  part  shall  be  made 
available  for  inspection  by  the  public, 
except  for  portions  which  are  bound  and 
labeled  “confidential”  and  which  the 
Corporation  determines  to  withhold  from 
public  availability  under  5  U.S.C.  552  and 


Part  505  of  this  chapter.  The  Corpora¬ 
tion  will  withhold  the  public  availability 
of  preliminary  copies  of  proxy  soliciting 
materials  without  the  necessity  of  their 
being  bound  and  labeled  as  “confi¬ 
dential.”  The  applicant  will  be  advised  of 
any  decision  by  the  Corporation  to  make 
public  information  designated  as  “confi¬ 
dential”  by  the  applicant.  Even  though 
sections  of  the  application  are  con¬ 
sidered  “confidential”  as  far  as  public 
inspection  thereof  is  concerned,  to  the  ex¬ 
tent  it  deems  necessary  the  Corporation 
may  comment  on  such  confidential  sub¬ 
missions  in  any  public  statement  in  con¬ 
nection  with  its  decision  on  the  ap¬ 
plication  without  prior  notice  to  the 
applicant. 

§  563h.5  General  prinriple!^  f«»r  eonver- 
^ionH. 

(а)  Prohibited  provisions  in  plans.  No 
plan  shall  be  approved  which: 

(1)  Would  result  in  any  reduction  of 
the  Federal  insurance  reserve  or  would 
cause  the  applicant  to  fall  to  meet  any 
net  worth  requirement  of  §  563.13  of 
this  subchapter; 

(2)  Would  result  in  a  taxable  reor¬ 
ganization  of  the  applicant  under  the 
Internal  Revenue  Code  of  1954,  as 
amended,  or  in  the  distribution  of  any 
securities  under  the  plan  of  conversion 
being  a  taxable  event  to  eligible  account- 
holders: 

(3)  Does  not  provide  for  the  contin¬ 
uance  of  the  present  board  of  directors 
of  the  converting  institution  until  the 
first  annual  meeting  of  the  converted 
institution  under  its  new  charter  and 
bylaws,  unless  Sate  law  requires  an  elec¬ 
tion  of  directors  at  the  meeting  of  the 
members  to  consider  the  plan  of  con¬ 
version; 

(4)  Would  result  in  the  converted  in¬ 
stitution  not  being  insured  by  the  Cor¬ 
poration; 

(5)  Does  not  provide  that  each  ac- 
countholder  of  the  converting  institu¬ 
tion  shall  receive,  without  any  payment, 
a  withdrawable  account  or  accoimts  in 
the  converted  institution  equal  in  with¬ 
drawable  amount  to  such  accounthold- 
er’s  withdrawable  account  or  accounts  in 
the  converting  institution; 

(б)  Does  not  provide  that  each  eligible 
accountholder's  entitlement  imder  the 
plan  resiiecting  his  ownership  interest 
in  the  association  shall  be  pro  rata  to 
his  interest  in  the  association  calculated 
in  accordance  with  paragraphs  (c),  (d), 
and  (e)  of  this  section; 

(7)  Would  constitute  a  preferential 
distribution  to  management  on  the  basis 
of  past  services; 

(8)  Would  result  in  a  charge  to  eligible 
accountholders  other  than  normal  un¬ 
derwriting  discoimt,  commissions,  or 
fees,  a  warrant  subscription  price,  or  the 
cost  of  purchasing  the  necessary  num¬ 
ber  of  shares  to  round  up  to  a  minimum 
number  of  shares; 

(9)  Does  not  provide  a  mechanism 
whereby  each  eligible  accountholder 
may  realize  in  cash  the  market  value  of 
the  securities  to  be  distributed  if  he  so 
desires; 


(10)  Would  result  in  the  issuance  of 
fractional  shares; 

(11)  Provides  for  the  distribution  of 
capital  stock,  rather  than  cash,  to  eli¬ 
gible  accountholders  entitled  to  less 
than  25  shares,  unless  such  account- 
holders  elect  imder  the  plan  of  conver¬ 
sion  to  purchase  a  sufficient  number  of 
shares  to  round  up  to  at  least  25  shares: 

(12)  Would  require  eligible  account- 
holders  to  purchase  shares  of  capital 
stock  to  roimd  up  to  more  than  100 
shares  in  order  to  receive  shares  in  the 
distribution,  or  to  pay  more  than  $1,000 
to  purchase  shares  in  order  to  round  up 
to  the  minimum  number  of  shares  to  be 
distributed; 

(13)  Provides  for  the  distribution  to 
eligible  accountholders  of  a  number  of 
shares  of  capital  stock,  the  expected  ini¬ 
tial  price  of  which  would  be  less  than  $5 
per  share  or  more  than  $40  per  share 
(based  on  a  reasonable  price  earnings 
multiplier  applied  to  prior  earnings  of 
the  applicant) ; 

(14)  Does  not  provide  for  the  initial 
price  of  the  capital  stock  to  be  based  on 
an  independent  valuation  of  such  stock 
at  the  expense  of  the  applicant; 

(15)  Does  not  contain,  if  the  applicant 
proposes  to  distribute  subscription 
rights  or  warrants  to  eligible  account- 
holders.  adequate  provision  to  insure 
that  such  holders  who  do  not  exercise  or 
transfer  such  rights  or  warrants  will  re¬ 
ceive  fair  value  for  their  pro  rata  inter¬ 
est  in  the  applicant,  and  that  such  value 
is  supported  by  an  independent  valua¬ 
tion  at  the  expense  of  the  applicant; 

(16)  Provides  that  under  the  charter 
of  the  converted  association  its  savings 
accountholders  and  borrowing  members 
will  have  any  vote  unless  State  law  re¬ 
quires  or  in  such  case  more  than  the 
minimum  number  of  votes  required: 

(17)  Does  not  provide  that  under  the 
charter  of  the  converted  association  the 
applicant  will  solicit  the  proxies  of  the 
savings  accountholders  and  borrowing 
members  who  have  voting  rights,  if  any, 
in  the  same  manner  as  the  applicant 
solicits  the  proxies  of  its  capital  stock¬ 
holders;  or 

(18)  Contains  any  other  provision 
that  the  Corporation  finds  to  be  detri¬ 
mental  to  the  applicant,  its  account- 
holders  and  management,  other  insured 
institutions,  or  the  public  generally, 

(b)  Optional  provisions.  Unless  State 
law  otherwise  requires,  a  plan  of  conver¬ 
sion  may  provide,  among  other  things, 
for: 

(1)  Issuance  to  eligible  accountholders 
without  payment  on  a  pro  rata  basis  cal¬ 
culated  in  accordance  with  paragraphs 

(c),  (d),  and  (e)  of  this  section  of  sub¬ 
scription  warrants  or  rights  to  purchase 
the  capital  stock  representing  the  owner¬ 
ship  of  such  holders; 

(2)  Issuance  without  payment  of  sub¬ 
scription  warrants  or  rights  to  borrowing 
members,  eligible  accountholders,  asso¬ 
ciation  members,  and  directors,  officers 
and  employees  of  the  applicant  to  pur¬ 
chase  additional  capital  stock  to  be  sold 
incident  to  the  plan  of  conversion;  Pro¬ 
vided,  That  the  exercise  price  of  such 
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warrants  or  rights  shall  not  be  less  than 
the  price  of  the  capital  stock  represent¬ 
ing  the  ownership  interest  in  the  aM>li- 
cant,  and  the  exercise  period  shall  not 
exce^  90  days  from  the  date  of  final  ap¬ 
proval  of  the  plan  of  conv'ersion ; 

(3)  Sale  of  additional  capital  stock  in¬ 
cident  to  the  plan  of  conversion:  Pro¬ 
vided,  That  the  purchase  price  upon  the 
sale  of  such  additional  capital  stock  shall 
not  be  less  than  the  price  of  the  capital 
stock  representing  the  ownership  inter¬ 
est  of  eligible  accountholders; 

(4)  Internal  matching  of  purchase  and 
sell  orders  from  eligible  accountholders 
with  respect  to  the  securities  represent¬ 
ing  their  ownership  interest  and  any 
additional  capital  st^k; 

(5) .  The  mandatory  pajonent  of  cash 
to  eligible  accountholders  who  do  not 
return  order  forms  or  similar  instru¬ 
ments  within  the  time  limits  specified  in 
the  plan  of  conversion,  and  who  are  en¬ 
titled  to  25  or  more  shares  and  less  than 
100  shares  in  the  distribution;  and 

(6)  Authorizaticm  of  management  em¬ 
ployment  contracts  and  adoption  of  a 
stock  option  or  stock  purchase  plan  at 
the  meeting  at  which  the  plan  of  con¬ 
version  is  voted  upon  and  to  take  effect 
after  cwi  version. 

(c)  Distribution  record  date.  The  dis¬ 
tribution  record  date  for  eligible  account- 
holders  means,  for  plans  adopted  in  any 
given  year,  (1)  December  31  of  the  pre¬ 
vious  calendar  year,  or  (2)  such  earlier 
date  as  the  applicant  may  select  with  the 
approval  of  the  CorporaticHi  or  State  law 
may  requir;,.  No  person  shall  be  an  eligi¬ 
ble  accountholder  unless  such  person  had 
an  account  in  the  applicant  on  the  distri¬ 
bution  record  date.  An  applicant’s  plan 
of  conversion  may  employ  more  than  one 
distributicm  record  date,  a  distributicm 
record  period,  or  distribution  record  peri¬ 
ods,  but  only  with  the  approval  of  the 
Corporation  and  only  if  none  of  such 
dat^  and  no  part  of  such  period  or 
periods  is  later  than  the  date  specified 
in  paragraph  (c)(1)  of  this  section. 

(d)  Distribution  of  securities.  (1)  For 
the  purposes  of  this  paragraph — 

(i)  The  term  “adopted”  means  adc^Jted 
by  the  applicant’s  board  of  directors; 

(ii)  The  term  “average”  refers  to  the 
result  reached  by  dividing  a  sum  by  the 
number  of  its  addends; 

(iii)  The  phrase  “on  the  basis  of  quali¬ 
fying  deposits”  means,  with  respect  to  an 
eligible  accoimtholder  having  an  account 
on  a  fixed  date,  the  amount  of  securities 
obtained  by  multiplying  the  appropriate 
percentage  of  the  total  securities  to  be 
distributed  by  the  ratio  of  the  amoimt  of 
his  qualifying  deposits  on  such  date  to 
the  total  amount  of  qualifying  deposits 
on  such  date.  The  phrase  “on  the  basis 
of  the  quarterly  average  of  qualifying  de¬ 
posits”  means,  with  respect  to  an  eligible 
accoimtholder  having  an  account  op«i 
during  all  or  part  of  a  period,  the  amount 
of  securities  obtained  by  multiplying  the 
appropriate  percentage  of  the  total  se¬ 
curities  to  be  distributed  by  the  ratio  of 
the  amount  of  the  quarterly  average  of 
his  qualifsdng  deposits  during  such  pe¬ 
riod  to  the  total  amount  of  the  quarterly 


average  of  all  qualifying  der>osits  during 
such  period; 

(iv)  The  term  “predecessor  account” 
means  (A)  a  given  account  which  is  not 
open  on  the  distribution  record  date  and 
from  which  funds  were  transferred  to 
an  account  open  on  the  distribution  rec¬ 
ord  date  at  the  time  of  or  prior  to  the 
closing  of  such  given  account,  and  (B)  a 
given  account  which  is  not  open  on  the 
record  date  and  from  which  funds  were 
transferred  to  a  predecessor  account  un¬ 
der  paragraph  (d)  (1)  (iv)  (A)  of  this  sec¬ 
tion  at  the  time  of  or  prior  to  the  closing 
of  such  given  account; 

(V)  The  term  “qualifying  deposits” 
means  deposits  in  accounts  open  on  the 
distribution  record  date  plus  deposits  in 
predecessor  accounts;  and 

(vi)  Whenever  a  fixed  date  is  used,  the 
phrase  “or  earlier”  should  be  under¬ 
stood,  in  accordance  with  paragraph 
(d)  (2)  of  the  section. 

(2)  The  amount  of  securities  to  which 
each  eligible  accountholder  is  entitled 
shall  be  calculated  in  accordance  with 
this  paragraph  (d) ,  whose  opwation  may 
be  summarized  in  the  following  table: 


Iln  percMit] 


rians  of 
conversion 
adopted  during 
year 

July 

13. 

1972 

Dec. 

31. 

1972 

Average 

1973 

1974 

1975 

1976 

1977 

1'.I72 . 

100 

1<I73 . 

90 

10 

l'J74 . 

75 

IS 

10 

1<»76 . 

0 

76 

IS 

10 

me . 

0 

65 

20 

16 

10  . 

1977 . 

0 

30 

25 

20 

IS 

10 

.... 

1978 . 

0 

0 

30 

25 

20 

15 

10 

(3)  For  plans  adopted  during  1972,  100 
percent  of  the  securities  will  be  distrib¬ 
uted  to  eligible  accountholders  on  the 
basis  of  their  qualifying  deposits  on 
July  13. 1972. 

(4)  For  plans  adopted  during  1973, 
the  distribution  of  securities  will  be  made 
to  persons  having  accounts  on  December 
31,  1972.  Ninety  percent  of  the  securities 
will  be  distributed  on  the  basis  of  their 
quaUfying  deposits  on  July  13,  1972;  and 
10  percent  on  the  basis  of  their  qualifying 
deposits  on  December  31, 1972. 

(5)  For  plans  adopted  during  1974,  the 
distribution  of  securities  will  be  made 
to  persons  having  accoimts  on  December 
31,  1973.  Seventy-five  percent  of  the  se¬ 
curities  will  be  distributed  on  the  basis 
of  their  qualifying  deposits  on  July  13, 
1972;  15  percent  on  the  basis  of  their 
qualifying  deposits  on  December  31, 1972; 
and  10  percent  on  the  basis  of  the  quar¬ 
terly  average  of  their  qualifying  deposits 
during  1973. 

(6)  For  plans  adopted  during  1975,  the 
distribution  of  securities  will  be  made  to 
persons  having  accounts  on  December  31, 
1974.  Seventy-five  percent  of  the  securi¬ 
ties  will  be  distributed  on  the  basis  of 
their  qualifying  deposits  on  December  31, 
1972;  15  percent  on  the  basis  of  the  quar¬ 
terly  average  of  their  qualifying  deposits 
during  1973;  and  10  percent  on  the  basis 
of  the  quarterly  average  of  their  qualify¬ 
ing  deposits  during  1974. 


(7)  For  plans  adopted  during  1976,  the 
distribution  of  securities  will  be  made  to 
persons  having  accounts  on  December  31, 
1975.  Fifty-five  percent  of  the  securities 
wil  be  distribute  on  the  basis  of  their 
qualifying  deposits  on  December  31, 1972 ; 
20  percent  on  the  basis  of  the  quarterly 
average  of  their  qualifying  deposits  dur¬ 
ing  1973;  15  percent  on  the  basis  of  the 
quarterly  average  of  their  qualifying  de¬ 
posits  during  1974;  and  10  percent  on  the 
basis  of  the  quarterly  average  of  their 
qualifying  deposits  during  1975. 

(8)  For  plans  adopted  during  1977, 
the  distribution  of  securities  will  be  made 
to  persons  having  accounts  on  Decem¬ 
ber  31,  1976.  Thirty  percent  of  the  secu¬ 
rities  will  be  distributed  on  the  basis  of 
their  qualifying  deposits  on  December  31, 
1972;  25  percent  on  the  basis  of  the  quar¬ 
terly  average  of  their  qualifying  depos¬ 
its  during  1973;  20  percent  on  the  basis 
of  the  quarterly  average  of  their  quali- 
fiying  deposits  during  1974;  15  percent 
on  the  basis  of  the  quarterly  average  of 
their  qualifying  deposits  during  1975; 
and  10  percent  on  the  basis  of  the  quar¬ 
terly  average  of  their  qualifying  depos¬ 
its  during  1976. 

(9)  For  plans  of  conversion  adopted 
during  any  given  year  following  1977, 
the  distribution  of  securities  will  be 
made,  in  accordance  with  paragraph  (c) 
of  this  section,  to  persons  having  ac¬ 
counts  on  the  December  31  of  the  year 
preceding  such  given  year.  Thirty  per¬ 
cent  of  the  securities  will  be  distributed 
on  the  basis  of  the  quarterly  average  of 
their  qualifying  deposits  during  the  fifth 
calendar  year  preceding  such  given  year; 
25  percent  on  the  basis  of  the  quarterly 
average  of  their  qualifying  deposits  dur¬ 
ing  the  fourth  c^endar  year  preceding 
such  given  year;  20  percent  on  the  basis 
of  the  quarterly  average  of  their  qualify¬ 
ing  deposits  during  the  third  calendar 
year  preceding  such  given  year;  15  per¬ 
cent  on  the  basis  of  the  quarterly  aver¬ 
age  of  their  qualifying  deposits  during 
the  second  calendar  year  preceding  such 
given  year;  and  10  percent  on  the  basis 
of  the  quarterly  average  of  their  qualify¬ 
ing  deposits  during  the  year  preceding 
such  given  year. 

(e)  Permissible  variations  and  special 
rules.  With  respect  to  the  system  pre¬ 
scribed  by  paragraph  (d)  of  this  sec¬ 
tion — 

(1)  An  applicant  which  had  adopted 
a  plan  during  1972  may  refile  during 
1973  and  employ  the  1973  percentages  if 
the  applicant  can  show  that  no  unusual 
inflows  of  funds  occurred  during  the  pe¬ 
riod  between  July  13,  1972  and  Decem¬ 
ber  31.  1972; 

(2)  An  applicant  may  employ  per¬ 
centages  different  than  those  specified  in 
paragraph  (d)  of  this  section  if  such 
different  percentages  do  not  operate  to 
give  greater  weight  to  any  more  recent 
deposits.  An  applicant  may,  for  example, 
employ  85  percent,  10  percent,  and  5  per¬ 
cent  for  plans  adopted  during  1974,  but 
may  not  employ  70  percent,  20  percent, 
10  percent  for  plans  adopted  during 
1974; 
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(3)  An  applicant  may  compute  aver¬ 
ages  on  a  basis  more  frequent  than 
quarterly; 

(4)  If  the  qualifying  deposits  or  quar¬ 
terly  average  of  the  qualifying  deposits 
of  any  officer,  director,  or  associate 
thereof  on  a  10  percent  date  or  during 
a  10  percent  period  are  greater  than  his 
qualifying  deposits  or  the  quarterly  av¬ 
erage  of  his  qualifying  deposits  during 
the  preceding  90  percent  date.  15  per¬ 
cent  date,  or  15  percent  period,  as  the 
case  may  be,  the  excess  is  to  be  disre¬ 
garded  in  determining  the  amount  of  se¬ 
curities  that  is  to  be  distributed  to  him 
for  such  10  percent  date  or  period. 

(5)  If  the  quarterly  average  of  the 
qualifying  deposits  of  any  eligible  ac- 
countholder  (other  than  an  officer,  direc¬ 
tor,  or  associate  thereof)  during  a  10 
percent  period  is  greater  than  his  quali¬ 
fying  deposits  or  the  quarterly  average 
of  his  qualifying  deposits  on  the  preced¬ 
ing  15  percent  date  or  during  the  preced¬ 
ing  15  percent  period,  as  the  case  may 
be,  the  distribution  with  respect  to  the 
10  percent  period  shall  be  based  on  the 
cumulative  average  of  his  qualifying  de¬ 
posits  during  such  10  percent  period  and 
during  such  15  percent  period  or  during 
such  10  percent  period  and  on  such  15 
percent  date,  as  the  case  may  be;  and 

(6)  In  determining  the  amount  of 
qualifying  deposits  or  the  quarterly  av¬ 
erage  of  qualifying  deposits,  the  appli¬ 
cant  shall  deduct  the  amount  of  any 
share  loans  and  may  deduct  or  include 
interest  and  dividends  provided  such  de¬ 
duction  or  inclusion  is  performed  con¬ 
sistently  for  all  accounts. 

(f)  Dividend  and  repurchase  restric¬ 
tions.  Without  the  prior  approval  of  the 
Corporation,  no  insured  institution  that 
has  converted  under  this  part  shall  for 
5  years  after  the  date  of  such  conversion 

(1)  repurchase  any  of  its  capital  stock 
from  any  director,  officer,  former  director 
or  officer,  or  associate  thereof  or  (2)  de¬ 
clare  or  pay  a  cash  dividend  on,  or  re¬ 
purchase.  any  of  its  capital  stock  in  an 
amoimt  exceeding  25  percent  of  its 
earned  surplus  accumulated  after  the 
date  of  conversion;  except  that  there 
shall  be  no  such  declaration,  payment  or 
repurchase  unless  the  insured  institution, 
upon  giving  effect  thereto,  shall  satisfy 
the  net  worth  requirements  contained  in 
§  563.13(b)  of  this  subchapter. 

(g)  Manipulative  and  deceptive  de¬ 

vices.  In  the  offer,  sale  or  purchase  of 
stock  issued  incident  to  its  conversion, 
no  insured  institution,  or  any  director, 
officer  or  employee  thereof,  shall  (1)  em¬ 
ploy  any  device,  scheme,  or  artifice  to 
defraud,  or  (2)  obtain  money  of  property 
by  means  of  any  untrue  statement  of  a 
material  fact  or  any  omission  to  state  a 
material  fact  necessary  in.  order  to  make 
the  statements  made,  in  the  light  of  the 
circumstances  imder  which  they  were 
made,  not  misleading,  or  (3)  engage  in 
any  act,  transaction,  practice,  or  course 
of  business  which  operates  or  would  op¬ 
erate  as  a  fraud  or  deceit  upon  a  pur¬ 
chaser  or  seller.  . 

(h)  Reports  and  trading.  No  plan  of 
conversion  shall  be  aproved,  xmless  the 


applicant  has  furnished  to  the  Corpora¬ 
tion  an  agreement,  in  form  satisfactory 
to  the  Corporation,  from  each  of  the  ap¬ 
plicant’s  present  directors  and  officers 
and  each  person  who  incident  to  the  con¬ 
version  will  become  directly  or  indirectly 
the  beneficial  owner  of  more  than  10  per¬ 
cent  of  its  capital  stock,  that  (1)  each 
such  person  will  file  statements  with  the 
Corporation  in  the  same  manner  as  such 
person  would  be  required  to  file  with  the 
Securities  and  Exchange  Commission  if 
section  16(a)  of  the  Securities  Exchange 
Act  of  1934,  as  amended,  and  the  rules 
and  regulations  under  such  section,  ap¬ 
plied  to  the  applicant  Immediately  upon 
conversion  and  (2)  any  profit  realized  by 
such  person  from  any  purchase  and  sale, 
or  any  sale  and  purchase,  of  any  equity 
security  of  the  applicant  within  any  pe¬ 
riod  of  less  than  6  months  shall  inure 
to  and  be  recoverable  by  the  applicant 
as  if  section  16(b)  of  the  Securities  Ex¬ 
change  Act  of  1934,  as  amended,  and  the 
rules  and  regulations  under  such  section, 
applied  to  the  applicant  immediately 
upon  conversion.  No  plan  of  conversion 
shall  be  approved,  unless  the  applicant 
has  furnished  to  the  Corporation  an 
agreement,  in  form  satisfactory  to  the 
Corporation,  that  the  applicant  will 
promptly  obtain  and  furnish  to  the  Cor¬ 
poration  similar  agreements  from  each 
person  who  subsequent  to  the  conversion 
becomes  a  director,  officer  or  beneficial 
owner  directly  or  indirectly  of  more  than 
10  percent  of  the  applicant’s  capital 
stock.  The  requirements  of  this  para¬ 
graph  shall  automatically  terminate 
whenever  the  applicant  becomes  regis¬ 
tered  under  section  12(g)  of  the  Securi¬ 
ties  Exchange  Act  of  1934,  as  amended. 

§  .)(i.3l>.6  .Sulirilalioii  of  proxies  anil  use 
of  proxy  anti  inforniation  siatenient. 

(a)  Solicitations  to  which  rules  apply. 
This  section  applies  to  every  solicitation 
of  a  proxy  from  an  association  member 
of  an  insured  institution  for  the  meeting 
at  which  a  conversion  plan  will  be  voted 
upon,  except  the  following: 

(1)  Any  solicitation  made  otherwise 
than  on  behalf  of  the  management  of 
the  insured  institution  where  the  total 
number  of  persons  solicited  is  not  more 
than  50; 

(2>  Any  solicitation  through  the  me¬ 
dium  of  a  newspaper  advertisement 
which  informs  association  members,  fol¬ 
lowing  preliminary  approval  of  the  plan 
of  conversion,  of  a  source  from  which 
they  may  obtain  copies  of  a  proxy  and 
information  statement,  form  of  proxy, 
or  any  other  soliciting  material  and  does 
no  more  than  (i)  name  the  insured  in¬ 
stitution,  (ii)  state  the  reason  for  the 
advertisement,  (iii)  identify  the  proposal 
or  proposals  to  be  acted  upon  by  associa¬ 
tion  members,  and  (iv)  urge  the  mem¬ 
ber  to  vote  at  the  meeting. 

(b)  Use  of  proxy  soliciting  material 
to  be  authorized.  No  proxy  soliciting  ma¬ 
terial  required  to  be  filed  with  the  Cor¬ 
poration  prior  to  use  shall  be  furnished 
to  association  members  or  otherwise  re¬ 
leased  for  distribution  until  the  use  of 
such  material  has  been  authorized  in 
writing  by  the  Corporation. 


(c)  Information  to  he  furnished  asso¬ 
ciation  members.  No  solicitation  subject 
to  this  section  shall  be  made  unless  each 
person  solicited  is  concurrently  fur¬ 
nished,  or  has  previously  been  furnished, 
a  written  proxy  and  information  state¬ 
ment  the  use  of  which  has  been  author¬ 
ized  by  the  Corporation. 

(d)  Requirements  as  to  proxy .  (1)  The 
form  of  proxy  (i)  shall  indicate  in  bold 
face  type  whether  the  proxy  is  solicited 
on  behalf  of  the  management,  (ii)  shall 
provide  specifically  designated  blank 
spaces  for  dating  and  signing  the  proxy, 
(iii)  shall  identify  clearly  and  impar¬ 
tially  each  matter  or  group  of  related 
matters  intended  to  be  acted  upon,  (iv) 
shall  be  clearly  labeled  “Revocable 
Proxy”  in  bold  face  type  (at  least  as  large 
as  18  point),  (v)  shall  describe  any  char¬ 
ter  or  State  law  requirement  restricting 
or  conditioning  voting  by  proxy,  (vi)  shall 
contain  an  acknowledgement  by  the  per¬ 
son  giving  the  proxy  that  he  has  received 
a  proxy  and  information  statement  prior 
to  signing  the  form  of  proxy,  (vii)  shall 
contain  the  date,  time  and  place  of  meet¬ 
ing,  if  practicable,  and  (viii)  shall  pro¬ 
vide  by  a  box  or  otherwise,  a  means 
whereby  the  person  solicited  is  afforded 
an  opportimity  to  specify  by  ballot  a 
choice  between  approval  or  disapproval 
of  each  matter  referred  to  therein  as  in¬ 
tended  to  be  acted  upon. 

(2)  No  proxy  subject  to  this  section 
shall  confer  authority  to  vote  at  any 
meeting  other  than  the  meeting  (or 
any  adjournment  thereof)  to  vote  on 
conversion.  A  proxy  may  be  deemed  to 
confer  authority  to  vote  with  respect  to 
matters  incident  to  the  conduct  of  such 
meeting.  If  the  plan  of  conversion  is  con¬ 
sidered  at  an  annual  meeting,  existing 
proxies  may  be  voted  with  respect  to 
matters  not  related  to  the  plan  of 
conversion. 

(3)  The  proxy  and  information  state¬ 
ment  or  form  of  proxy  shall  provide  that 
the  votes  represented  by  the  proxy  will 
be  voted  and  that,  where  the  person 
solicited  specifies  by  means  of  a  ballot 
provided  pursuant  to  paragraph  (d)(1) 
(viii)  of  this  section  a  choice  with  respect 
to  any  matter  to  be  acted  upon,  the  votes 
will  be  voted  in  accordance  with  the 
specifications  so  made. 

(e)  Material  required  to  be  filed.  (1) 
Applicants  shall  file  preliminary  copies 
of  such  proxy  materials  as  are  required 
by  the  appropriate  form  for  applying  for 
preliminary  approval  to  convert  under 
this  part. 

(2)  Ten  preliminary  copies  of  any  ad¬ 
ditional  soliciting  material  subject  to  this 
section  including  soliciting  material  in 
the  form  of  press  releases,  and  radio  or 
television  scripts,  to  be  used  or  furnished 
to  association  members  subsequent  to 
furnishing  the  proxy  and  information 
statement,  shall  be  filed  with  the  Cor¬ 
poration  at  least  5  business  days  prior 
to  the  date  on  which  the  Corporation  is 
requested  to  authorize  the  use  of  such 
material.  Speeches  may,  but  need  not  be, 
filed  with  the  Corporation  prior  to  use. 

(3)  Twenty-five  copies  of  the  proxy 
and  information  statement  and  10 
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copies  of  the  form  of  proxy  and  all  other 
soliciting  material,  in  the  form  in  which 
such  material  is  furnished  to  association 
members,  shall  be  filed  with  or  mailed  for 
filing  to  the  Corporation  not  later  than 
the  date  such  material  is  first  sent  or 
given  to  association  members.  All  ma¬ 
terials  filed  pursuant  to  this  paragraph 

(e)(3)  of  this  section  shall  be  accom¬ 
panied  by  a  statement  of  the  date  on 
which  copies  of  such  materials  are  to  be 
released  to  ass(x;iation  members. 

(4)  If  the  solicitation  is  to  be  made  in 
whole  or  in  part  by  personal  solicitation, 
10  preliminary  copies  of  all  written  in¬ 
structions  or  other  material  which  dis¬ 
cusses  or  review's,  or  comments  upon  the 
merits  of,  any  matter  to  be  acted  upon 
and  which  Is  to  be  furnished  to  the  in¬ 
dividuals  making  the  actual  solicitation 
for  their  use  directly  or  indirectly  in  con¬ 
nection  with  the  solicitation  shall  be  filed 
w’ith  the  Corporation  at  least  5  days  prior 
to  the  date  on  which  the  Corporation  is 
requested  to  authorize  the  use  of  such 
material. 

(5)  All  preliminary  copies  of  material 
filed  pursuant  to  subparagraphs  (1) ,  (2) , 
and  (4)  of  this  paragraph  (e)  shall  be 
clearly  marked  on  the  cover  page  “Pre¬ 
liminary  Copy.”  Such  preliminary  copies 
shall  be  for  the  information  of  the  Cor¬ 
poration  only  and  shall  not  be  deemed 
available  for  public  inspection  except 
that  such  material  may  be  disclosed  to 
any  department  or  agency  of  the  U.S. 
Government  or  appropriate  State  gov¬ 
ernment  and  the  Corporation  may  make 
such  inquiries  or  investigation  in  regard 
to  the  material  as  may  be  necessary  for 
an  adequate  review  thereof  by  the 
Corporation. 

(6)  Unless  requested  by  the  Corpora¬ 
tion,  copies  of  replies  to  inquiries  from 
members  of  the  insured  institution  and 
copies  of  commimications  which  do  no 
more  than  request  that  forms  of  proxy 
theretofore  solicited  be  signed  and  re¬ 
turned  need  not  be  filed  pursuant  to  this 
paragraph  (e). 

(7)  Where  any  proxy  and  information 
statement,  form  of  proxy  or  other  ma¬ 
terial  filed  pursuant  to  this  paragraph 
(e)  is  amended  or  revised,  four  copies  of 
such  amended  or  revised  materi^  filed 
with  the  Corporation  shall  be  marked 
to  indi<»te  clearly  and  precisely  the 
changes  effected  therein  subsequent  to 
the  last  prior  filing. 

(f)  Mailing  communications  for  asso¬ 
ciation  members.  If  the  management  of 
the  applicant  has  adopted  a  plan  of  con¬ 
version,  the  applicant  shall  perform  such 
of  the  following  acts  as  may  be  duly  re¬ 
quested  in  writing  with  respect  to  a  mat¬ 
ter  to  be  considered  at  the  meeting  to 
vote  on  the  plan  of  conversion  by  any 
association  member  who  will  defray  the 
reasonable  expenses  to  be  incurred  by 
the  applicant  in  the  performance  of  the 
act  or  acts  requested. 

( 1 )  The  applicant  shall  mail  or  other¬ 
wise  furnish  to  such  association  member 
the  following  information  as  promptly  as 
practicable  after  the  receipt  of  such 
request: 


(1)  A  statement  of  the  approximate 
number  of  ass(x;iation  members  who 
have  been  or  are  to  be  solicited  on  behalf 
of  the  management,  or  any  group  of  such 
holders  which  the  association  member 
shall  designate. 

(ii)  An  estimate  of  the  cost  of  mailing 
a  specified  proxy  and  information  state¬ 
ment,  form  of  proxy  or  other  communi¬ 
cation  to  such  association  members. 

(2)  (i)  Copies  of  any  proxy  and  in¬ 
formation  statement,  form  of  proxy  or 
other  cmnmunication  furnished  by  the 
association  member  and  as  approved  by 
the  Corporation  shall  be  mailed  by  the 
applicant  to  such  of  the  ass<x;iation 
members  specified  in  paragraph  (f)(1) 

(i)  of  this  section  as  the  association 
member  shall  designate. 

(ii)  Any  such  material- which  is  fur¬ 
nished  by  the  association  member  shall 
be  mailed  with  reasonable  promptness 
by  the  applicant  after  receipt  of  the  ma¬ 
terial  to  be  mailed,  envelopes  or  other 
containers  therefor  and  postage  or  pay¬ 
ment  for  postage. 

(iii)  Neither  the  management  nor  the 
applicant  shall  be  responsible  for  such 
proxy  and  information  statement,  form 
of  proxy  or  other  commimication. 

(g)  False  or  misleading  statements. 

( 1 )  No  solicitation  of  a  proxy  by  the  ap¬ 
plicant,  its  management,  or  any  other 
person  for  the  meeting  to  vote  on  con¬ 
version  shall  be  made  by  means  of  any 
proxy  and  information  statement,  form 
of  proxy,  notice  of  meeting  or  other  com¬ 
mimication,  written  or  oral,  containing 
any  statement  which,  at  the  time  and  in 
the  light  of  the  circumstances  imder 
which  it  is  made,  is  false  or  misleading 
writh  respect  to  any  material  fact,  or 
which  omits  to  state  any  material  fact 
necessary  in  order  to  make  the  state¬ 
ments  therein  not  false  or  misleading 
or  necessary  to  correct  any  statement  in 
any  earlier  communication  with  respect 
to  the  solicitation  of  a  proxy  for  such 
meeting  which  has  become  false  or  mis¬ 
leading. 

(2)  The  fact  that  a  proxy  and  infor¬ 
mation  statement,  form  of  proxy  or  other 
soliciting  material  has  been  filed  with  or 
examined  by  the  Corporation  and  au¬ 
thorized  for  use  shall  not  be  deemed  a 
finding  by  the  Corporation  that  such  ma¬ 
terial  is  accurate  or  complete  or  not 
false  or  misleading,  or  that  the  Corpo¬ 
ration  has  passed  upon  the  merits  of  or 
approved  any  proposal  contained  there¬ 
in.  No  representation  contrary  to  the 
foregoing  shall  be  made  by  any  person. 

(3)  If  a  solicitation  by  msmagement 
violates  any  provision  of  this  section,  the 
Corporation  may  require  remedial  meas¬ 
ures  including: 

(1)  Correction  of  any  such  violation  by 
means  of  a  retraction  and  new  solicita¬ 
tion; 

(ii)  Rescheduling  of  the  meeting  for 
a  vote  on  the  conversicm; 

(lil)  Withholding  final  approval  of  the 
conversion;  and 

(iv)  Any  other  actions  the  Corpora¬ 
tion  may  deem  appropriate  In  the  cir- 
cumstances  in  order  to  Insure  a  fair  vote. 


(4)  If  a  nonmanagement  solicitation 
violates  any  provisicm  of  this  section,  the 
applicant  shall  be  entitled  with  the  con¬ 
currence  of  the  Corporation  to  disregard 
any  proxy  given  in  response  to  such  so¬ 
licitation  and  may  employ  any  other 
remedy  available  to  it. 

(h)  Prohibition  of  certain  solicita¬ 
tions.  No  person  soliciting  a  proxy  from 
an  association  member  for  the  meeting 
to  vote  on  conversion  shall  solicit: 

(1)  Any  undated  or  post-dated  proxy; 
or  . 

(2)  Any  proxy  which  provides  that  it 
shall  be  deemed  to  be  dated  as  of  any 
date  subsequent  to  the  date  on  which  it 
is  signed  by  the  ass(x:iation  members; 
or 

(3)  Any  proxy  which  is  not  revocable 
at  will  by  the  association  member  giving 
it;  or 

(4)  Any  proxy  which  is  part  of  any 
other  document  or  instrument  (such  as 
an  account  card) . 

§  .'>63b.7  Form  and  rontrnl  of  financial 
tilalrmcnls. 

(a)  Application  of  this  section.  This 
section  states  the  requirements  as  to  the 
form  and  content  of  all  financial  state¬ 
ments  to  be  furnished  with  forms  pur¬ 
suant  to  this  part.  The  term  “financial 
statements”  shall  be  deemed  to  Include 
all  notes  to  the  statements  and  related 
schedules. 

(b)  Definitions  of  terms  used  in  this 
§  563b.7.  Unless  the  context  otherwise 
requires,  terms  defined  in  §  563b.2  or  in 
the  instructions  to  the  applicable  form, 
when  used  in  this  §  563b.7  shall  have  the 
respective  meanings  given  in  such  sec¬ 
tions  or  instructions.  In  addition,  the  fol¬ 
lowing  terms  shall  have  the  meanings 
indicated  in  this  section  unless  the  con¬ 
text  otherwise  requires. 

(1)  Accountant's  report.  The  term 
“accountant’s  report”,  when  used  in  re¬ 
gard  to  financial  statements,  means  a 
document  in  which  an  independent  pub¬ 
lic  or  certified  public  accountant  indi¬ 
cates  the  scope  of  the  audit  (or  exami¬ 
nation)  which  he  has  made  and  sets 
forth  his  opinion  regarding  the  financial 
statements  taken  as  a  whole,  or  an  as¬ 
sertion  to  the  effect  that  an  overall 
opinion  cannot  be  expressed. 

(2)  Audit  (or  examination).  The  term 
“audit”  (or  “examination”),  when  used 
in  regard  to  financial  statements,  means 
an  examination  of  the  statements  by  an 
independent  accountant  in  accordance 
with  generally  accepted  auditing  stand¬ 
ards  for  the  purpose  of  expressing  an 
opinion  thereon. 

(3)  Fifty -percent -owned  person.  The 
term  “50-percent-owned  person”,  in  re¬ 
lation  to  a  specified  person,  means  a 
person  approximately  50  percent  of 
whose  outstanding  voting  shares  is 
owned  by  the  specified  person  either  di¬ 
rectly,  or  indirectly  through  one  or  more 
intermediaries. 

(4)  Fiscal  year.  The  term  “fiscal  year” 
means  the  annual  accounting  period  or 
if  the  applicant  has  previously  used  an 
audit  period  in  connection  with  its  cer¬ 
tified  financial  statements  which  does 
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not  coincide  with  its  fiscal  year,  such  au¬ 
dit  period  may  be  used  In  place  of  any 
fiscal  year  requirement  provided  it 
covers  a  full  12  months’  operations  and 
is  used  consistently. 

(5)  Majority-owned  subsidiary.  'The 
term  "majority-owned  subsidiary” 
means  a  subsidiary  more  than  50  per¬ 
cent  of  whose  outstanding  voting  shares 
is  owned  by  its  parent  and/or  the 
parent’s  other  majority-owned  subsi¬ 
diaries. 

(6)  Parent.  A  “parent”  of  a  specified 
person  is  an  affiliate  controlling  such 
person  directly,  or  Indirectly  through 
one  or  more  Intermediaries. 

<7)  Principal  holder  of  equity  securi¬ 
ties.  ’The  term  "principal  holder  of 
equity  securities”,  used  in  respect  of  an 
applicant  or  other  person  named  in  a 
particular  statement  or  report,  means  a 
holder  of  record  or  a  known  beneficial 
owner  of  more  than  10  percent  of  any 
class  of  equity  securities  of  the  appli¬ 
cant  or  other  person,  respectively,  as  of 
the  date  of  the  related  balance  sheet 
filed. 

(8)  Share.  The  term  "share”  means  a 
share  of  stock  in  a  corporation  or  unit 
of  Interest  in  an  unincorporated  person. 

(9)  Significant  subsidiary.  ’The  term 
“significant  subsidiary”  means  a  subsi¬ 
diary  or  a  subsidiary  and  its  subsidiaries, 
which  meet  either  of  the  conditions  de¬ 
scribed  below  based  on  the  most  recent 
annual  financial  statements,  including 
consolidated  financial  statements,  of 
such  subsidiary  which  would  be  re¬ 
quired  to  be  filed  if  such  subsidiary  were 
an  applicant  and  the  most  recent  an¬ 
nual  consolidated  financial  statements 
of  the  applicant  being  filed: 

(i)  ’The  parent’s  and  the  parent’s 
other  subsiffiaries’  proportionate  share 
of  the  total  assets  (after  intercompany 
eliminations)  of  the  subsidiary,  or  their 
Investments  in  and  advances  to  the 
subsidiary  exceed  10  percent  of  the 
total  assets  of  the  parent  and  consoli¬ 
dated  subsidiaries. 

(il)  The  parent’s  and  the  parent’s 
other  subsidiaries’  proportionate  share 
of  the  total  sales  and  revenues  (after 
intercompany  eliminations)  of  the  sub¬ 
sidiary  exceed  10  percent  of  the  total 
sales  and  revenues  of  the  parent  and 
consolidated  subsidiaries. 

(10)  Totally  held  subsidiary.  The  term 
"totally  held  subsidiary”  means  a  subsid¬ 
iary  (i)  substantially  all  of  whose  out¬ 
standing  equity  securities  are  owned  by 
its  parent  and/or  the  parent’s  other 
totally  held  subsidiaries,  and  (ii)  which 
is  not  indebted  to  any  person  other  than 
its  parent  and/or  the  parent’s  other 
totally  held  subsidiaries,  excepting  in¬ 
debtedness  incurred  in  the  ordinary 
course  of  business  which  is  not  overdue 
and  which  matures  within  1  year  from 
the  date  of  its  creation,  whether  evi¬ 
denced  by  securities  or  not.  Indebtedness 
of  a  subsidiary  which  is  secured  by  its 
parent  by  guarantee,  pledge,  assignment 
or  otherwise  is  to  be  excluded  for  pur¬ 
poses  of  paragraph  (a)(10)(ii)  of  this 
section. 

(11)  Wholly  owned  subsidiary.  ITie 
term  “wholly-owned  subsidiary”  means 


a  subsidiary  substantially  all  of  whose 
outstanding  voting  shares  are  owned  by 
its  parent  and/or  the  parent’s  other 
wholly  owned  subsidiaries. 

(c)  QualiAcations  of  accountants.  (1) 
For  the  purpose  of  this  part,  the  Cor¬ 
poration  will  not  recognize  any  person 
as  a  certified  public  accountant  who  is 
not  duly  registered  and  in  good  standing 
as  such  under  the  laws  of  the  place  of  his 
residence  or  principal  office.  For  the  pur¬ 
poses  of  this  part,  the  Corporation  will 
not  recognize  any  person  as  a  public  ac- 
cotmtant  who  is  not  in  good  standing  and 
entitled  to  practice  as  such  under  the 
laws  of  the  place  of  his  residence  or  prin¬ 
cipal  office. 

(2)  For  the  purposes  of  this  part,  the 
Corporation  will  not  recognize  any  certi¬ 
fied  public  accountant  or  public  accoimt- 
ant  as  independent  who  is  not  in  fact 
independent.  For  example,  an  accoimt- 
ant  will  be  considered  not  independent 
with  respect  to  any  person  or  any  of  its 
parents,  its  subsidiaries,  or  other  affiliates 

(i)  in  which,  during  the  period  of  his 
professional  engagement  to  examine  the 
financial  statements  being  reperted  on 
or  at  the  date  of  his  repert  he  or  his  firm 
or  a  member  thereof  had.  or  was  com¬ 
mitted  to  acquire,  any  direct  financial 
interest  or  any  material  indirect  finan¬ 
cial  interest  or  (ii)  with  which,  during 
the  p^erlod  of  his  professional  engage¬ 
ment  to  examine  the  financial  state¬ 
ments  being  reported  on,  at  the  date  of 
his  repx)rt  or  during  the  pieriod  covered 
by  the  financisd  statements,  he  or  his 
firm  or  a  member  thereof  was  connected 
as  a  promoter,  underwriter,  voting 
trustee,  director,  officer,  or  employee,  ex¬ 
cept  that  a  firm  will  not  be  deemed  not 
indep>endent  in  regard  to  a  particular 
person  if  a  former  officer  or  employee  of 
such  p>erson  is  employed  by  the  firm  and 
such  individual  has  completely  disassoci¬ 
ated  himself  from  the  person  and  its 
affiliates  and  does  not  participate  in 
auditing  financial  statements  of  the  pier- 
son  or  its  affiliates  covering  any  period 
of  his  employment  by  the  pierson.  For  the 
ppirpioses  of  this  section  the  term  “mem¬ 
ber”  means  all  partners  in  the  firm  and 
all  professional  employees  participating 
in  the  audit  or  located  in  an  office  of  the 
firm  participating  in  a  significant  pior- 
tion  of  the  audit. 

(3)  In  determining  whether  an  ac¬ 
count  may  in  fact  be  not  indepiendent 
with  respect  to  a  particular  pierson,  the 
Corpioration  will  give  appropriate  con¬ 
sideration  to  all  relevant  circumstances, 
including  evidence  bearing  on  all  rela- 
tionshipis  between  the  accoimtant  and 
that  pierson  or  any  affiliate  thereof,  and 
will  not  COTifine  Itself  to  the  relationships 
existing  in  connection  with  the  filing  of 
yepiorts  with  the  Corpioration. 

(d)  Accountants’ reports — (1)  Techni¬ 
cal  requirements.  The  accoimtant’s  re¬ 
port  (i)  shall  be  dated;  (il)  shall  be 
signed  manually;  (iii)  shall  indicate  the 
city  and  state  where  issued;  and  (iv) 
shall  identify  without  detailed  enumera¬ 
tion  the  financial  statements  covered  by 
the  repiort. 

(2)  Representations  as  to  the  audit. 
The  accountant’s  report  (i)  shall  state 
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whether  the  audit  was  made  in  accord¬ 
ance  with  generally  accepted  auditing 
standards;  and  (il)  shall  designate  any 
auditing  procedures  deemed  necessary  by 
the  accoimtant  vmder  the  circumstances 
of  the  particular  case,  which  have  been 
omitted,  and  the  reasons  for  their  omis¬ 
sion,  Nothing  in  this  subparagraph  shall 
be  construed  to  imply  authority  for  the 
omission  of  any  procedure  which  inde¬ 
piendent  accovmtants  would  ordinarily 
employ  in  the  course  of  an  audit  made 
for  the  purpose  of  expressing  the  opin¬ 
ions  required  by  subparagraph  (3)  of  this 
paragraph. 

(3)  Opinion  to  be  expressed.  The  ac¬ 
countant’s  repiort  shall  state  clearly:  (i) 
The  opinion  of  the  accountant  in  respect 
of  the  financial  statements  covered  by 
the  repiort  and  the  accounting  principles 
and  practices  reflected  therein;  and  (ii) 
the  opinion  of  the  accountant  as  to  the 
consistency  of  the  application  of  the  ac¬ 
counting  principles,  or  as  to  any  changes 
in  such  principles  which  have  a  material 
effect  on  the  financial  statements  as  re¬ 
quired  to  be  set  forth  in  the  appropriate 
proxy  and  information  statement. 

(4)  Exceptions.  Any  matters  to  which 
the  accoimtant  tcdces  exception  shall  be 
clearly  identified,  the  exception  thereto 
spiecifically  and  clearly  stated,  and,  to 
the  extent  practicable,  the  effect  of  each 
such  exception  on  the  related  financial 
statements  given. 

(e)  Examination  of  financial  state¬ 
ments  of  persons  other  than  the  appli¬ 
cant.  If  an  applicant  is  required  to  file 
financial  statements  of  any  other  pierson, 
such  statements  need  not  be  examined  if 
examination  of  such  statements  would 
not  be  required  if  such  pierson  were  itself 
an  applicant. 

(f)  Examination  of  financial  state¬ 
ments  by  more  than  one  accountant.  If, 
with  respiect  to  the  examination  of  the 
financial  statements  of  the  applicant,  the 
principal  accountant  relies  on  an  audit 
made  by  another  accountant  of  certain 
of  the  accounts  of  such  applicant  or  its 
subsidiaries,  the  repiort  of  such  other  ac¬ 
countant  shall  be  filed  (and  the  provi¬ 
sions  of  paragraphs  (c)  and  (d)  of  this 
section  shall  be  applicable  thereto) ; 
however,  the  repiort  of  such  other  ac¬ 
countant  need  not  be  filed  (1)  If  no  refer¬ 
ence  is  made  directly  or  Indirectly  to 
such  other  accountant’s  audit  In  the 
principal  accountant’s  repiort,  or  (2)  if, 
having  referred  to  such  other  account¬ 
ant’s  audit,  the  principal  accountant 
states  in  his  repiort  that  he  assumes  re- 
spionsibility  for  such  other  accountant’s 
audit  in  the  same  manner  as  if  it  had 
been  made  by  him. 

(g)  Form,  order,  and  terminology. 
(1)  Financial  statements  may  be  filed  in 
such  form  and  order,  and  may  use  gen¬ 
erally  accepted  terminology,  as  will  best 
indicate  their  significance  and  character 
In  the  light  of  the  provisions  applicable 
thereto. 

(2)  All  money  amounts  required  to  be 
shown  In  financial  statements  may  be 
expressed  In  whole  dollars,  in  thousands 
of  dollars  or  In  hundred  thousands  of 
dollars,  as  appropriate:  Provided,  That 
when  stated  in  other  than  whole  dollars. 
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an  indication  to  that  effect  is  Inserted 
immediately  beneath  the  caption  of  the 
statement  or  schedule,  or  at  the  top  of 
the  money  columns,  or  at  an  appropriate 
point  in  narrative  material. 

(3)  Negative  amounts  (red  figures) 
shall  be  shown  in  brackets  or  parentheses 
and  so  described  in  the  related  caption, 
columnar  heading  or  a  note  to  the  state¬ 
ment  or  schedule,  as  appropriate. 

(h)  Items  not  material.  If  the  amount 
which  would  otherwise  be  required  to  be 
shown  with  re^sect  to  any  item  is  not 
material,  it  need  not  be  separately  set 
forth. 

(i)  Inapplicable  captions  and  omission 
of  unrequired  or  inapplicable  financial 
statements.  (1)  No  caption  need  be 
shown  in  any  financial  statements  as  to 
which  the  items  and  conditions  are  not 
present. 

(2)  Financial  statements  not  required 
or  inapplicable  because  the  required  mat¬ 
ter  is  not  present  need  not  be  filed. 

(3)  Pteancisd  statements  omitted  and 
the  reasons  for  their  omission  shall  be 
indicated  in  the  list  of  financial  state¬ 
ments  required  by  the  applicable  form. 

(j)  Omission  of  substantially  identical 
notes.  If  a  note  covering  substantisdly  the 
same  subject  matter  is  required  with 
respect  to  two  or  more  financial  state¬ 
ments  relating  to  the  same  or  affiliated 
persons,  for  which  separate  sets  of  notes 
are  presented,  the  required  information 
may  be  shown  in  a  note  to  only  one  of 
such  statements;  Provided,  That  a  clear 
and  yjecific  reference  thereto  is  made  in 
each  of  the  other  statements  with  respect 
to  which  the  note  is  required. 

(k)  Additional  information.  The  infor¬ 
mation  required  with  respect  to  any  state¬ 
ment  shall  be  furnished  as  a  minimum 
requirement  to  which  shall  be  added  such 
further  material  information  as  is  neces¬ 
sary  to  make  the  required  statements,  in 
the  light  of  the  circumstances  under 
which  they  are  made,  not  misleading. 

(l)  Changes  in  accounting  principles 
and  practices  and  retroactive  adjust¬ 
ments  of  accounts.  (1)  Any  change  in  an 
accoimting  principle  or  practice,  or  in 
the  method  of  applying  any  accounting 
principle  or  practice,  made  during  any 
period  for  which  financial  statements 
are  being  filed  which  materially  affects 
comparability  of  such  financial  state¬ 
ments  with  those  of  prior  periods,  and 
the  effect  thereof  upon  the  net  income  of 
the  period  in  which  such  change  is  made 
and,  if  practicable,  of  the  prior  periods 
for  which  financial  statements  are  being 
P’ed,  shall  be  disclosed  in  an  appropriate 
manner. 

(2)  Any  material  retroactive  adjust¬ 
ment  made  in  income  statements  during 
any  p>eriod  for  which  financial  state¬ 
ments  are  being  filed,  and  the  effect 
thereof  upon  net  incwne  of  prior  periods 
shall  be  disclosed  in  a  note  to  the  appro¬ 
priate  financial  statements. 

(m)  Summary  of  accounting  princi¬ 
ples  and  practices.  Information  required 
in  notes  as  to  accounting  principles  and 
practices  reflected  in  the  financial  state¬ 
ments  may  be  presented  in  the  form  of  a 
single  statement.  In  such  case,  specific 


references  shall  be  made  in  the  appro¬ 
priate  financial  statements  to  the  cqspll- 
cable  portion  of  such  single  statement. 

(n)  Valuation  and  qualifying  ac¬ 
counts.  Valuation  and  qualifying  ac¬ 
counts  shall  be  shown  separately  in  the 
financial  statements  as  deductions  from 
the  specific  assets  to  which  they  apply. 

(o)  Basis  of  determining  amounts — 
book  value.  If  an  instruction  requires  a 
statement  as  to  “the  basis  of  determining 
the  amount.”  the  basis  shall  be  stated 
specifically.  The  term  “book  value”  will 
not  be  sufficiently  explanatory  luiless,  in 
a  particular  instruction,  it  is  stated  to  be 
acceptable  with  respect  to  a  particular 
item. 

(p)  General  notes  to  financial  state¬ 
ments.  If  present  in  regard  to  the  appli¬ 
cant  for  which  the  financial  statements 
are  filed,  the  following  shall  be  set  forth 
on  the  face  of  the  appropriate  statement 
or  in  notes  appropriately  captioned  and 
referred  to  in  such  statement.  The  infor¬ 
mation  shall  be  provided  for  each  state¬ 
ment  required  to  be  filed,  except  that  the 
information  required  by  paragraphs  (p) 

(4),  (6),  (7),  and  (8)  of  this  section,  shall 
be  provided  as  of  the  most  recent  audited 
statement  of  financial  condition  and  any 
subsequent  unaudited  balance  sheet  be¬ 
ing  filed.  When  specific  statements  are 
presented  separately  the  pertinent 
notes  shall  be  attached  unless  cross- 
referencing  is  appropriate. 

( 1 )  Principles  of  consolidation  or  com¬ 
bination.  With  regard  to  consolidated  or 
combined  financial  statements,  refer  to 
paragraph  (q>  of  this  section  for  require¬ 
ments  for  supplemental  information  in 
notes  to  the  financial  statements. 

(2)  Plan  of  conversion.  A  brief  de¬ 
scription  of  the  plan  of  conversion  and 
the  financial  statement  implications  in¬ 
cluding  any  subsequent  dividend  restric¬ 
tions.  Reference  may  be  made  to  other 
descriptions  contained  in  the  form. 

(3)  Principles  of  translation  of  items 
in  foreign  currencies.  When  items  in  for¬ 
eign  currencies  are  included  in  the  finan¬ 
cial  statements  being  presented,  there 
shall  be  stated  (i)  a  brief  description  of 
the  principles  followed  in  translating  the 
foreign  currencies  into  United  States  cur¬ 
rency  and  (ii>  the  amount  and  disposi¬ 
tion  of  the  unrealized  gain  or  loss. 

(4)  Assets  subject  fo  lien.  Assets  mort¬ 
gaged,  pledged,  or  otherwise  subject  to 
lien,  and  the  approximate  amoimts 
thereof,  shall  be  designated  and  the  obli¬ 
gations  collateralized  briefly  identified. 

(5)  Intercompany  profits  and  losses. 
The  amoimt,  and  the  effect  upon  any  bal¬ 
ance  sheet  item,  of  profits  or  losses  re¬ 
sulting  from  transactions  with  affiliated 
companies  and  not  eliminated  shall  be 
stated.  If  impracticable  of  accurate  de¬ 
termination  without  unreasonable  effort 
or  expense,  give  an  estimate  or  explain. 

(6)  Defaults.  The  facts  and  amounts 
concerning  any  default  in  principsd,  in¬ 
terest.  sinking  fund,  or  redemption  pro¬ 
visions  with  respect  to  any  issue  of  secu¬ 
rities  or  credit  agreements,  or  any  breach 
of  covenant  of  a  related  Indenture  or 
agreement,  which  default  or  breach  ex¬ 
isted  at  the  date  of  the  most  recent  bal¬ 
ance  sheet  being  filed  and  which  has  not 


been  subsequently  cured,  shall  be  stated. 
Notation  of  such  default  or  breach  of 
covenant  shall  be  made  in  the  financial 
statements  and  the  entire  amount  of 
obligations  to  which  the  default  or 
breach  relates  shall  be  classified  as  a  cur¬ 
rent  liability  if  said  default  or  breach 
accelerates  the  maturity  of  the  obliga¬ 
tions  and  makes  it  current  under  the 
terms  of  the  related  indenture  or  agree¬ 
ment.  If  a  default  or  breach  exists,  but 
acceleration  of  the  obligation  has  been 
waived  for  a  stated  period  of  time  beyond 
the  date  of  the  most  recent  balance  sheet 
being  filed,  state  the  amount  of  the  obli¬ 
gation  and  the  period  of  the  waiver. 

(7)  Pension  and  retirement  plans.  A 
brief  description  of  the  essential  provi¬ 
sions  of  any  employee  pension  or  retire¬ 
ment  plan  and  of  the  accounting  and 
funding  policies  related  thereto  shall  be 
given.  The  estimated  cost  of  the  plan  for 
each  period  for  which  an  income  state¬ 
ment  is  presented  shall  be  stated. 

(8)  Restrictions  which  limit  the  avail¬ 
ability  of  reserves  and  undivided  profits 
for  dividend  purposes.  Describe  the  most 
restrictive  of  any  such  restrictions,  indi¬ 
cating  briefly  its  source,  its  pertinent  pro¬ 
visions.  and,  where  appropriate  and  de¬ 
terminable,  the  amount  of  reserves  and 
imdivided  profits  (i)  so  restricted  or  (ii) 
free  of  such  restrictions.  These  restric¬ 
tions  would  include  absolute  restrictions, 
such  as  those  imposed  by  State  laws  or 
credit  agreements  as  well  as  those  restric¬ 
tions  resulting  from  any  additional  in¬ 
come  tax  requirements  before  payment 
of  dividends  and  disclose  the  amount  of 
income  tax  which  would  become  payable. 

(9)  Commitments  and  contingent  lia¬ 
bilities.  (i)  It  material  in  amount,  there 
shall  be  disclosed  the  pertinent  facts 
relative  to  firm  commitments  for  the  ac¬ 
quisition  of  permanent  or  long-term  in¬ 
vestments  (excluding  normal  commit¬ 
ments  made  during  the  ordinary  course 
of  business)  and  property,  plant  and 
equipment  and  for  the  purchase,  repur¬ 
chase,  construction,  or  rental  of  assets 
imder  material  leases. 

(ii)  Where  the  annual  rentals  or  ob¬ 
ligations  imder  noncancelable  leases 
which  have  not  been  recorded  as  assets 
and  liabilities  are  in  excess  of  1  percent 
of  total  sales  and  revenues  of  the  most 
recent  fiscal  year,  there  shall  be  shown 
(A)  the  minimiun  annual  rentals  for  the 
current  and  each  of  the  5  succeeding 
years:  (B)  the  nature  and  effect  of  any 
provisions  that  would  cause  the  annual 
rentals  to  vary  from  the  minimum 
rentals;  and  (C)  a  description  of  the 
types  of  property  leased,  important  ob¬ 
ligations  assumed  or  guarantees  made, 
and  any  other  significant  provisions  of 
such  leases. 

(ill)  A  brief  statement  as  to  conting¬ 
ent  liabilities  not  reflected  in  the  balance 
sheet  shall  be  made. 

(10)  Bonus,  profit  sharing,  and  other 
similar  plans.  Describe  the  essential  pro¬ 
visions  of  any  such  plans  in  which  only 
directors,  officers  or  key  employees  may 
participate,  and  state,  for  each  of  the 
fiscal  periods  for  which  income  state¬ 
ments  are  required  to  be  filed,  the  ag¬ 
gregate  amount  provided  for  all  plans  by 
charges  to  expense. 
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(11)  Significant  changes  in  bonds, 
mortgages,  and  similar  debt.  Any  sig¬ 
nificant  changes  in  the  authorized  or  is¬ 
sued  amounts  of  bonds,  mortgages  and 
similar  debt  since  the  date  of  the  latest 
balance  sheet  being  filed  for  a  particu¬ 
lar  person  or  group  shall  be  stated. 

(12)  Depreciation,  depletion,  obsoles¬ 
cence,  and  amortization.  State  the  policy 
followed  with  respect  to: 

(i)  The  provision  for  depreciation,  de¬ 
pletion,  obsolescence,  and  amortization 
of  physical  properties  and  capitalized 
leases.  Including  the  methods  and,  if 
practicable,  the  rates  used  in  computing 
the  annual  amounts; 

(ii)  The  provision  for  depreciation 
and  amortization  of  intangible  assets  or 
the  lack  of  such  provision,  including  the 
methods  and,  if  practicable,  the  rates 
used  in  computing  the  annual  amoimts; 

(iil)  The  accounting  treatment  for 
maintenance,  repairs,  renewals,  and  bet¬ 
terments;  and 

(iv)  The  adjustment  of  accumulated 
depreciation,  depletion,  obsolescence,  and 
amortization  at  the  time  the  properties 
are  retired  or  otherwise  disposed  of,  in¬ 
cluding  the  disposition  of  any  gain  or 
loss  on  sale  of  such  properties. 

(13)  Capital  stock  optioned,  sold  or 
offered  for  sale  to  directors,  officers  and 
key  employees,  (i)  A  brief  description  of 
the  terms  of  each  option  arrangement 
shall  be  given  including  (A)  the  title  and 
amoimt  of  securities  subject  to  option; 
(B)~the  year  or  years  during  which  the 
options  were  granted;  and  (C)  the  year 
or  years  during  which  the  optionees  be¬ 
came,  or  will  become,  entitled  to  exercise 
the  options. 

(ii)  State  (A)  the  number  of  shares 
imder  option  at  the  balance  sheet  date, 
and  the  option  price  and  the  fair  value 
thereof,  per  share  and  in  total,  at  the 
dates  the  options  were  granted;  (B)  the 
number  of  shares  with  respect  to  which 
options  became  exercisable  during  each 
period  presented,  and  the  option  price 
and  the  fair  value  thereof,  per  share  and 
in  total,  at  the  dates  the  options  became 
exercisable;  (C)  the  number  of  shares 
with  respect  to  which  options  were  exer- 
ci.sed  during  each  period,  and  the  option 
price  and  the  fair  value  thereof,  per 
.share  and  in  total,  at  the  dates  the  op¬ 
tions  were  exercised;  and  (D)  the  num¬ 
ber  of  unoptioned  shares  available,  at  the 
beginning  and  at  the  close  of  the  latest 
period  presented,  for  the  granting  of  op¬ 
tions  imder  an  option  plan. 

(iii)  A  brief  description  of  the  terms 
of  each  other  arrangement  covering 
shares  sold  or  offered  for  sale  to  only 
directors,  officers,  and  key  employees 
shall  be  given.  Including  the  number  of 
shares,  and  the  offered  price  and  the  fair 
value  thereof  per  share  and  In  total,  at 
the  dates  of  sale  or  offer  to  sell,  as 
appropriate. 

(iv)  The  required  information  should 
be  summarized  and  tabulated,  as  appro¬ 
priate,  with  respect  to  all  option  plans 
as  a  group  and  other  plans  for  shares 
sold  or  offered  for  sale  as  a  group. 

(v)  State  the  basic  of  accounting  for 
such  arrangements  and  the  amount  of 


charges,  if  any,  refiected  in  income  with 
respect  thereto. 

(14)  Income  tax  expense.  Disclosure 
shall  be  made,  in  the  income  statement 
or  a  note  thereto,  of  the  components  of 
Income  tax  expense,  including;  (i)  Taxes 
currently  payable;  (ii)  the  net  tax  ef¬ 
fects,  as  applicable,  of  (iii)  timing  dif¬ 
ferences  and  (iv)  operating  losses;  and 
(V)  the  net  deferred  investment  tax 
credits.  The  applicant’s  status  as  a  “sav¬ 
ings  and  loan  association’’  as  defined 
in  section  593  of  the  Internal  Revenue 
Code,  as  amended,  shall  be  stated  in  a 
note  referred  to  in  the  appropriate  state¬ 
ments.  Such  note  shall  also  indicate 
briefly  the  principal  present  assiunptions 
on  which  the  applicant  has  relied  in 
making  or  not  making  provisions  for 
such  taxes.  Amounts  applicable  to  Fed¬ 
eral  income  taxes  and  to  other  income 
taxes  shall  be  stated  separately  for  each 
component,  unless  the  amounts  applica¬ 
ble  to  other  income  taxes  do  not  exceed 
5  percent  of  the  total  for  the  component 
and  a  statement  to  that  effect  is  made. 

(15)  Warrants  or  rights  outstanding. 
Information  with  respect  to  warrants  or 
rights  outstanding  at  the  date  of  the  re¬ 
lated  balance  sheet  shall  be  set  forth 
as  follows: 

(i)  Title  of  issue  of  securities  called 
for  by  warrants  or  rights. 

(ii)  Aggregate  amount  of  securities 
called  for  by  warrants  or  rights  out¬ 
standing. 

(iii)  Date  from  which  warrants  or 
rights  are  exercisable  and  expiration 
date. 

(iv)  Price  at  which  warrant  or  right 
is  exercisable. 

(q)  Consolidated  and  combined  fi¬ 
nancial  statements.  ’This  section  shall 
govern  the  presentation  of  consolidated 
and  combined  financial  statements. 

(1)  Consolidated  financial  statements 
of  the  applicant  and  its  subsidiaries,  (i) 
’The  applicant  shall  follow  in  the  con¬ 
solidated  financial  statements  principles 
of  inclusion  or  exclusion  which  will 
clearly  exhibit  the  financial  position  and 
results  of  operations  of  the  applicant 
and  its  subsidiaries:  Provided,  however. 
’That  the  applicant  shall  not  consolidate: 

(A)  Any  subsidiary  which  is  not  ma¬ 
jority  owned;  or 

(B)  Any  subsidiary  whose  financial 
statements  are  as  of  a  date  or  for  peri¬ 
ods  different  from  those  of  the  applicant, 
unless  all  the  following  conditions  are 
met:  (J)  Such  difference  is  not  more 
than  93  days;  (2)  the  closing  date  of  the 
subsidiary  is  expressly  Indicated;  and 
(3)  the  necessity  for  the  use  of  different 
closing  dates  is  briefly  explained. 

(ii)  Notwithstanding  the  93 -day  re¬ 
quirement  specified  in  paragraph  (q)  (1) 
(i)(B)(f)  of  this  section,  in  connecticai 
with  the  retroactive  combination  of  the 
financial  statements  of  entities  following 
a  “pooling  of  interests,’’  the  financial 
statements  of  the  constituents  may  be 
combined  even  if  their  respective  fiscal 
periods  do  not  end  within  93  days,  except 
that  the  financial  statements  for  the  lat¬ 
est  fiscal  year  shall  be  recast  to  dates 
which  do  not  differ  by  more  than  93  days. 
If  practicable.  Disclosure  shall  be  made 


of  the  periods  combined  and  of  the  sales 
or  revenues,  net  in(x>me  before  extraor¬ 
dinary  items  and  net  income  of  any  in¬ 
terim  periods  excluded  from  or  included 
more  than  once  in  results  of  operations 
as  a  result  of  such  recasting. 

(iii)  'The  93-day  requirement  specified 
in  paragraph  (q)  (1)  (i)  (B)  (i)  of  this 
section  is  not  applicable  to  the  recog¬ 
nition  of  earnings  or  losses  of  50  per¬ 
cent  or  less  owned  persons,  the  invest¬ 
ments  in  which  are  accounted  for  by  the 
equity  method  of  accounting. 

(2)  Group  financial  statements  of  sub¬ 
sidiaries  not  consolidated  and  50  percent 
or  less  owned  persons.  ’There  may  be  filed 
financial  statements  in  which  majority- 
owned  subsidiaries  not  consolidated  with 
the  parent  are  consolidated  or  combined 
in  one  or  more  groups,  and  50  percent 
or  less  owned  persons  the  investments 
in  which  are  accoimted  for  by  the  equity 
method  are  consolidated  or  combined  in 
one  or  more  groups,  pursuant  to  princi¬ 
ples  of  inclusion  or  exclusion  which  will 
clearly  exhibit  the  financial  position  and 
results  of  operations  of  the  group  or 
groups. 

(3)  Statement  as  to  principles  of  con¬ 
solidation  or  combination  followed,  (i) 
A  brief  description  of  the  principles  fol¬ 
lowed  in  consolidating  or  combining  the 
separate  financial  statements,  including 
the  principles  followed  in  determining 
the  inclusion  or  exclusion  of  (A)  sub¬ 
sidiaries  in  consolidated  or  combined 
financial  statements  and  (B)  companies 
in  consolidated  or  combined  financial 
statements,  shall  be  stated  in  the  notes  to 
the  respective  financial  statements. 

(ii)  As  to  each  cixisolidated  financial 
statement  and  as  to  each  combined  finan¬ 
cial  statement,  if  there  has  been  a  change 
in  the  persons  included  or  excluded  in 
the  corresponding  statement  for  the  pre¬ 
ceding  fiscal  period  which  has  a  material 
effect  on  the  financial  statements,  the 
persons  included  and  the  persons  ex¬ 
cluded  shall  be  disclosed.  If  there  have 
been  any  changes  in  the  respective  fiscal 
periods  of  the  persons  included  made 
during  the  periods  of  the  report  which 
have  a  material  effect  on  the  financial 
statements.  Indicate  clearly  such  changes 
and  the  manner  of  treatment. 

(4)  Reconciliation  of  investment  of  a 
person  in  subsidiaries  not  consolidated 
and  50  percent  or  less  owned  persons  ac¬ 
counted  for  by  the  equity  method,  and 
equity  of  such  person  in  their  net  assets. 
A  statement  shall  be  made  in  a  note  to 
the  latest  balance  sheet  of  the  amount 
and  the  accoimting  treatment  of  any  dif¬ 
ference  between  (i)  the  investment  of  a 
person  and  its  consolidated  subsidiaries, 
as  shown  in  the  consolidated  balance 
sheet,  in  the  unconsolidated  subsidiaries 
and  50  percent  or  less  owned  persons  ac¬ 
counted  for  by  the  equity  method  and 
(ii)  their  equity  owned  persons  as  shown 
in  their  financial  statements. 

(5)  Intercompany  items  and  transac¬ 
tions.  In  general,  there  shall  be  elimin¬ 
ated  intercompany  items  and  transac¬ 
tions  between  persons  included  in  the  (i) 
consolidated  financial  statements  being 
filed  and,  as  appropriate,  (11)  unrealized 
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intercompany  profits  and  losses  on  trans¬ 
actions  between  persons  for  which  finan¬ 
cial  statements  are  being  filed  and 
pei-sons  the  investment  in  which  is 
presented  in  such  statements  by  the 
equity  method.  If  such  eliminations  are 
not  made,  a  statement  of  the  reasons  and 
the  methods  of  treatment  shall  be  made. 

(6)  Consolidation  of  financial  state¬ 
ments  of  an  applicant  and  its  subsidiaries 
engaged  in  diverse  financial  activities. 
ti)  If  the  applicant  and  its  subsidiaries 
are  engaged  in  one  or  more  types  of  fi¬ 
nancial  activities,  e.g.,  banking,  insur¬ 
ance,  finance,  and  savings  and  loan 
subsidiaries,  consolidated  financial  state¬ 
ments  may  be  filed  unless  deemed  inap¬ 
propriate:  Provided,  That,  when  more 
than  one  type  of  financial  activity  is  in¬ 
volved,  separate  audited  financial  state¬ 
ments  for  each  significant  financial 
subsidiary  or  each  significant  group  of 
financial  subsidiaries  shall  be  presented. 
Savings  and  loan  and  other  direct  or  in¬ 
direct  subsidiaries  of  savings  and  loan 
holding  companies  engaged  in  savings 
and  loan  related  finance  activities  are 
considered  to  be  one  type  of  financial  ac¬ 
tivity  for  the  purpose  of  this  rule. 

(ii)  If  the  applicant  and  its  subsidi¬ 
aries  are  engaged  in  (A)  manufacturing, 
merchandising  or  other  nonfinanclal  ac¬ 
tivities  as  well  as  in  (B)  financial  activi¬ 
ties  as  described  in  paragraph  (q)  (6)  (i) 
of  this  section,  the  subsidiaries  related 
to  whichever  of  group  (A)  or  (B)  is  less 
significant  shall  not  be  consolidated  with 
the  operations  of  the  major  group;  how¬ 
ever,  the  group  of  lesser  significance  may 
be  included  in  the  consolidated  financial 
statements  if  its  activities  are  principally 
for  the  benefit  of  the  operations  of  the 
major  group.  In  interpreting  the  signifi¬ 
cance  of  the  groups  above,  the  applicant 
should  consider  factors  in  addition  to 
those  in  the  definition  of  significsmt  sub¬ 
sidiary  including  the  primary  business 
activities  of  the  registrant,  trends,  and 
other  pertinent  matters. 

(r)  Financial  statements  for  savings 
and  loan  associations — (1)  Application 
of  this  section.  All  financial  statements 
shall  be  prepared  in  accordance  with 
generally  accepted  accounting  principles 
and  practices  applicable  to  the  savings 
and  loan  industry  and  the  accounting 
rules  prescribed  by  the  Board.  Except  as 
otherwise  permitted  by  the  Corporation, 
applicants  shall  comply  with  the  follow¬ 
ing  provisions: 

Statements  or  Financial  Condition. Assets 

(2)  Cash  and  cash  items.  State  separately 

(1)  cash  on  hand  and  demand  deposits;  (11) 
funds  subject  to  repayment  on  call  or  Im¬ 
mediately  after  the  date  of  the  balance  sheet 
required  to  be  filed;  (111)  time  deposits;  and 
(iv)  other  funds,  the  amounts  of  which  are 
known  to  be  subject  to  withdrawal  or  usage 
restrictions,  e^;.,  as  compensating  balances 
or  special  purpose  funds.  The  general  terms 
and  nature  of  such  repayment  provisions 
and  withdrawal  or  usage  restrictions  shall 
be  described  In  a  note  referred  to  herein. 

(3)  V.S.  Government  and  Federal  agency 
obligations.  State,  parenthetically  or  other¬ 
wise,  the  basis  of  determining  the  amount 
shown  in  the  balance  sheet  and  state  the 
alternate  of  the  aggregate  cost  or  the  ag¬ 
gregate  amount  on  the  basis  of  market  quo- 
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tatlons  at  the  balance  sheet  date.  When  the 
original  cost  of  securities  purchased  on  a 
yield  basis  has  been  properly  adjusted  to  re- 
fiect  amortization  of  premium  or  accumu¬ 
lation  of  discount  since  acquisition,  the  ba¬ 
sis  of  determining  their  amount  may  be  de¬ 
scribed  "as  cost”  with  appropriate  footnote 
disclosures.  Show  separately  (a)  other  se¬ 
curities  and  investments  and  (b)  securities 
of  affiliates. 

(4)  Loans  secured  by  savings  accounts.  In¬ 
clude  the  balance  of  loans  secured  by  the 
pledge  of  Its  savings  account. 

(5)  Mortgage  loans.  State  separately  here, 
or  In  a  note  referred  to  herein,  each  major 
class,  such  as  FHA  and  VA  loans,  conven¬ 
tional  loans,  loans  to  facilitate  sales  of  real 
estate  foreclosed,  unimproved  land,  con¬ 
tracts  to  facilitate  the  sale  of  real  estate. 
Indicate  any  amounts  pledged  to  secure  debt. 

(6)  Of^r  loans.  Include  (1)  Improvement 
loans  both  insured  and  uninsured,  (11)  edu¬ 
cation  loans,  (111)  mobile  home  loans,  (Iv) 
other  loans.  Show  separately  any  significant 
category. 

(7)  Accrued  interest  receivable  on  loans. 
Accrued  Interest  receivable  should  be  shown 
sepau'ately. 

(8)  Valuation  allowance.  Loans  known  to 
be  uncollectible  shall  be  excluded  from  the 
assets  as  well  as  from  the  valuation  allow¬ 
ance. 

(9)  Real  estate  owned.  State,  parenthet¬ 
ically  or  otherwise,  (1)  the  basis  of  determin¬ 
ing  the  amount  shown  on  the  balance  sheet, 

(11)  /i  description  of  the  real  estate  owned 
including  If  It  was  acquired  by  foreclosure, 
by  deed  in  lieu  of  foreclosure.  In  judgment 
and  subject  to  redemption,  or  for  develc^- 
ment  or  resale.  Any  accumulated  deprecia¬ 
tion  or  valuation  allowances  should  be  shown 
separately. 

(10)  Accounts  and  notes  receivable.  (1) 
State  separately  amounts  receivable  from 
(a)  parents  and  subsidiaries;  (b)  other  af¬ 
filiates  and  other  persons  the  Investments 
In  which  are  accounted  for  by  the  equity 
method;  (c)  underwriters,  promoters,  di¬ 
rectors,  officers,  employees,  and  principal 
holders  (other  than  affiliates)  of  equity  se¬ 
curities  of  the  person  and  Its  affiliates;  and 
(d)  others.  Exclude  from  (c)  amounts  for 
purchases  by  such  persons  subject  to  usual 
trade  terms,  for  ordinary  travel  and  expense 
advances  and  for  other  such  items  arising  In 
the  ordinary  course  of  business.  With  re¬ 
spect  to  (c)  and  (d),  state  separately  In  the 
applicant’s  balance  sheet  the  amounts  which 
In  the  related  consolidated  balance  sheet 
are  eliminated  and  not  eliminated. 

(11)  For  receivables  maturing  after  1  year, 
state  In  a  note  to  the  financial  statements 
the  amount  thereof  and.  If  practicable,  the 
amounts  maturing  In  each  year.  Interest 
rates  on  major  receivable  items  maturing 
after  1  year,  or  classes  of  receivables  so  ma¬ 
turing,  shall  be  set  forth,  or  an  Indication 
of  the  average  Interest  rate,  or  the  range  of 
rates,  on  all  receivables  shall  be  given. 

(Ill)  Receivables  from  a  parent,  a  sub¬ 
sidiary,  an  affiliate  or  other  person  desig¬ 
nated  under  subdivisions  (l)(cj  and  (1)  (d) 
above  shall  not  be  considered  as  current  un¬ 
less  the  net  current  asset  position  of  such 
person  Justifies  such  treatment. 

(Iv)  If  the  aggregate  amount  of  notes  re¬ 
ceivable  exceeds  10  percent  of  the  aggregate 
amount  of  receivables,  the  above  Informa¬ 
tion  shall  be  set  forth  separately  for  ac¬ 
counts  receivable  and  notes  receivable. 

(11)  Securities  of  affiliates  and  other  per¬ 
sons.  Include  under  this  caption  amounts 
representing  Investments  In  affiliates  and  In¬ 
vestments  In  other  persons  which  are  ac¬ 
counted  for  by  the  equity  method,  and  state 
the  basis  of  determining  these  amounts.  State 
separately  In  the  applicant's  statement  of 
financial  condition  the  amounts  which  In  the 


related  consolidated  statement  of  financial 
condition  are  eliminated  and  not  eliminated. 

(12)  Other  security  investments.  State  the 
basis  of  determining  the  amount  shown  in 
the  balance  sheet  and  state,  parenthetically 
or  otherwise,  the  alternate  of  the  aggregate 
cost  or  the  aggregate  amount  on  the  basis  of 
market  quotations  at  the  balance  sheet  date. 

(13)  Investment  in  stock  of  the  Federal 
Home  Loan  Bank.  Indicate  basis  for  deter¬ 
mining  amount  shown  in  the  balance  sheet. 

(14)  Other  Investments.  State  separately, 
by  class  of  investments,  any  Items  In  excess 
of  5  percent  of  total  assets. 

(15)  Premises  and  equipment.  State  sepa¬ 
rately  here,  or  in  a  note  referred  to  herein. 
If  practicable,  each  major  class,  such  as  laud, 
buildings,  machinery  and  equipment,  lease¬ 
holds,  or  functional  grouping  such  as  revenue 
producing  equipment  or  Industry  categories, 
and  the  basis  of  determining  the  amounts. 

(16)  Accumulated  depreciation,  depletion 
and  amortization  of  property,  plant  and 
equipment.  Show  separately  on  the  state¬ 
ment  of  financial  condition  or  In  a  separate 
note. 

(17)  Prepayment  to  FSLIC  Secondary  Re¬ 
serve.  In  a  separate  note  indicate  the  nature 
of  this  asset. 

(18)  Intangible  assets.  State  separately 
each  major  class,  such  as  goodwill,  franchises, 
patents  or  trademarks,  and  the  basis  of  de¬ 
termining  their  respective  amounts.  Indicate 
If  any  of  these  amounts  have  been  required 
to  be  written  off  for  purposes  of  reports  to 
the  Corporation  and  the  consequent  effect  on 
net  worth  requirements. 

(19)  Accumulated  amortization  of  intangi¬ 
ble  assets.  Show  separately  any  applicable 
amortization  Indicating  the  policy  for  such 
amortization. 

(20)  Other  assets.  State  separately  (1)  each 
pension  or  other  special  fund;  and  (11)  any 
other  Item  not  properly  classed  In  one  of 
the  preceding  asset  captions  which  Is  In  ex¬ 
cess  of  5  percent  of  total  assets. 

(21)  Preoperating  expenses  deferred  orga¬ 
nization  expense  and  similar  deferrals.  State 
separately  each  major  class  and.  In  a  note 
referred  to  herein,  the  policy  for  deferral  and 
amortization.  Indicate  whether  any  of  these 
amounts  have  been  required  to  be  written 
off  for  purposes  of  the  Corporation. 

(22)  Deferred  debt  expense.  State,  In  a 
note  referred  to  herein,  the  policy  for  deferral 
and  amortlzatioiS. 

(23)  Deferred  commissions  and  expense  on 
capital  shares.  State,  In  a  note  referred  to 
herein,  the  policy  for  deferral  and  amortiza¬ 
tion.  These  Items  may  be  shown  as  deduc¬ 
tions  from  additional  capital. 

(24)  Total  assets  and,  when  appropriate, 
other  debits. 

Liabilities,  Reserves  and  Stockholders’ 
Equitt 

(25)  Savings  Accounts.  Include  accrued  In¬ 
terest,  If  appropriate. 

(26)  Loans  in  Process.  Include  the  amount 
of  all  undlsbursed  loan  proceeds  only  where 
a  clear  liability  exists. 

(27)  Advance  payments  by  Borrowers  for 
Taxes  and  Insurance. 

(28)  Advances  from  Federal  Home  Loan 
Bank.  State  separately  here,  or  In  a  note 
referred  to  herein,  such  Information  as  will 
Indicate  (1)  the  general  character  of  each 
type  of  debt  Including  the  rate  of  Interest, 
(11)  the  date  or  dates  of  maturity  and  the 
amounts  maturing  as  of  each  date.  Any  assets 
pledged  should  be  noted. 

(29)  Accounts  and  notes  payable.  (1)  State 
separately  amounts  payable  to  (a)  banks,  for 
borrowings;  (b)  trade  creditors;  (c)  parents 
and  subsidiaries;  (d)  other  affiliates  and  other 
persons  the  Investments  In  which  are  ac¬ 
counted  for  by  the  equity  method;  (e)  under¬ 
writers,  promoters,  directors,  officers,  em¬ 
ployees,  and  principal  holders  (other  than 
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affiliates)  of  equity  securities  of  the  person 
and  its  affiliates;  and  (/)  others.  Exclude 
from  (e)  amounts  for  pmchases  from  such 
persons  subject  to  \isual  trade  terms,  for 
ordinary  travel  expenses,  and  for  other  such 
items  arising  in  the  ordinary  course  of  busi¬ 
ness.  With  respect  to  (c)  and  (d),  state  sepa¬ 
rately  In  the  applicant’s  balance  sheet  the 
amounts  which  in  the  related  consolidated 
balance  sheet  sure  eliminated  and  not  elimi¬ 
nated. 

(ii)  If  the  aggregate  amount  of  notes  pay¬ 
able  exceeds  10  percent  of  the  aggregate 
amount  of  payables,  the  above  information 
shall  be  set  forth  separately  for  accounts 
payable  and  notes  payable. 

(30)  Accrued  liabilities.  State  separately 

(1)  payrolls;  (11)  taxes,  indicating  the  cur¬ 
rent  portion  of  deferred  Income  taxes;  (111) 
Interest  (Indicating  nature  of  accrual);  and 
(Iv)  any  other  material  items,  indicating  any 
liabilities  to  affiliates. 

(31)  Other  liabilities.  State  separately  (1) 
dividends  declared;  (11)  any  other  Item  in 
excess  of  live  percent  of  liabilities.  Indicating 
any  liabilities  to  affiliates.  The  remaining 
items  may  be  shown  in  one  amount. 

(32)  Bonds,  mortgages  and  similar  debt. 
State  separately  here,  or  In  a  note  referred 
to  herein,  each  issue  or  type  of  obligation 
and  such  information  as  will  indicate  (i)  the 
general  character  of  each  type  of  debt  In¬ 
cluding  the  rate  of  interest;  (11)  the  date 
of  maturity,  or  If  maturing  serially,  a  brief 
Indication  of  the  serial  maturities,  such  as 
"maturing  serially  from  1980  to  1990”;  (lii) 
if  the  payment  of  principal  or  interest  Is 
contingent,  an  appropriate  indication  of  such 
contingency;  (Iv)  a  brief  Indication  of  prior¬ 
ity;  (V)  If  convertible,  the  basis;  and  (vl)  the 
combined  aggregate  amount  of  maturities 
and  sinking  fund  requirements  for  all  Issues, 
each  year  for  the  5  years  following  the  date 
of  the  balance  sheet.  For  amounts  owed  to 
affiliates,  state  separately  in  the  applicant's 
balance  sheet  the  amounts  which  in  the  re¬ 
lated  consolidated  balance  sheet  are  elimi¬ 
nated  and  not  eliminated. 

The  sunounts  of  unamortized  debt  discount 
and  premium  applicable  shall  be  deducted 
from  or  added  to  the  face  amounts  of  the 
Issues  under  the  particular  caption  either 
individually  or  in  the  aggregate,  but  if  the 
aggregate  method  is  used  the  face  amounts 
of  the  individual  Issues  and  the  applicable 
unamortlzed  discount  or  premium  shall  be 
shown  parenthetically  or  otherwise. 

(33)  Deferred  credits.  State  separately 
amounts  for  (1)  deferred  Income  taxes,  (11) 
deferred  tax  credits,  and  (111)  material  items 
of  deferred  income. 

(34)  Commitments  and  contingent  liabili¬ 
ties.  (See  S  563b.7(p)  (9).) 

Minoritt  Interests 

(35)  Minority  interests  in  consolidated 
subsidiaries.  State  separately  in  a  note  re¬ 
ferred  to  herein,  amounts  represented  by  pre¬ 
ferred  stock  and  the  applicable  dividend  re¬ 
quirements  if  the  preferred  stock  is  material 
in  relation  to  the  consolidated  stockholders 
equity. 

Stockholders'  Equity 

(36)  Capital  shares.  State  for  each  class 
of  shares  the  title  of  issue,  the  number  of 
shares  authorized,  the  number  of  shares  Is¬ 
sued  or  outstanding,  as  appropriate,  and  the 
dollar  amount  thereof,  and,  if  convertible, 
the  basis  of  conversion.  Show  also  the  dollar 
amount,  if  any,  of  capital  shares  subscribed 
but  unissued,  and  show  the  deduction  of 
subscriptions  receivable  therefrom.  Show 
here,  or  in  a  note  or  statement  referred  to 


herein,  the  changes  in  each  class  of  capital 
shares  for  each  period  for  which  an  Income 
statement  Is  required  to  be  filed. 

(37)  Other  stockholders’  equity.  (1)  Sepa¬ 
rate  captions  shall  be  shown  for  (a)  paid-in 
additional  capital,  (b)  other  additional  capi¬ 
tal,  and  (c)  retained  earnings  (i)  appro¬ 
priated  and  (2)  unappropriated. 

(II)  If  undistributed  earnings  of  uncon¬ 
solidated  subsidiaries  and  50  percent  or  less 
owned  persons  are  included,  state  the 
amount  in  each  category  parenthetically  or 
in  a  note  referred  to  herein. 

(III)  For  a  period  of  at  least  10  years  sub¬ 
sequent  to  the  effective  date  of  a  quasl- 
reorganlzatlon,  any  description  of  retained 
earnings  shall  indicate  the  point  In  time 
from  which  the  new  retained  earnings  dates 
and  for  a  period  of  at  least  3  years  shall 
Indicate  the  total  amount  of  the  deficit 
eliminated. 

(iv)  A  summary  of  each  account  under 
this  caption  setting  forth  the  Information 
prescribed  in  563b.7(r)  (39)  shall  be  given  for 
each  period  for  which  a  statement  of  opera¬ 
tions  Is  being  filed. 

(38)  Total  liabilities,  and  stockholders’ 
equity. 

Statement  or  Stockholders’  Equity 

(39)  A  summary  shall  be  given  for  each 
class  of  stockholders’  equity  set  forth  in  the 
related  statement  of  financial  condition. 

(I)  Balance  at  beginning  of  period.  State 
separately  the  adjustments  to  the  statement 
of  financial  condition  at  the  beginning  of 
the  first  period  of  the  report  for  items  which 
were  retroactively  applied  to  periods  prior  to 
that  period. 

(II)  Net  income  or  loss  from  statement  of 
operations.  (See  {  563b.7(r)  (55).) 

(ill)  Other  additions.  State  separately  any 
material  amounts,  indicating  clearly  the  na¬ 
ture  of  the  transactions  out  of  which  the 
items  arose. 

(iv)  Dividends.  For  each  class  of  shares 
state  the  amount  per  share  and  in  the  aggre¬ 
gate.  Show  separately  cash  and  other  (spec¬ 
ify)  dividends. 

(V)  Other  deductions.  State  separately  any 
material  amounts.  Indicating  clearly  the  na¬ 
ture  of  the  transactions  out  of  which  the 
items  arose. 

(vl)  Balance  at  end  of  period.  The  balance 
at  the  end  of  the  most  recent  period  shall 
agree  with  the  related  statement  of  financial 
condition  caption. 

Statement  or  Operations 

All  items  of  profit  and  loss  given  recogni¬ 
tion  in  the  accounts  during  each  period  cov¬ 
ered  by  the  statement  of  operations,  except 
retroactive  adjustments,  shall  be  included  in 
the  statement  of  operations  for  each  such 
period  (see  S  563b.7(l) ).  Only  items  entering 
into  the  determination  of  net  Income  or  loss 
may  be  Included. 

Income 

(40)  Interest  on  loans.  Include  amortiza¬ 
tion  of  any  premium. 

(41)  Interest  and  Dividends  on  Invest¬ 
ments.  Show  separately  interest  or  dividends 
from  affiliates.  Exclude  from  this  caption 
dividends  from  both  subsidiaries  and  invest¬ 
ments  which  are  accounted  for  by  the  equity 
method. 

(42)  Loan  Origination  Fees.  Include  fees 
and  charges  received  in  connection  with  the 
making  or  acquisition  of  mortgage  loans  not 
subject  to  deferral  by  regulation. 

(43)  Other  fees.  Include  loan  servicing  fees, 
prepayment  charges,  late  chargee,  etc.  show- 
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Ing  separately,  if  material,  any  significant 
items. 

(44)  Other  income.  State  separately  any 
material  amounts  Indicating  clearly  the  na¬ 
ture  of  the  transaction  out  of  which  the 
items  arose.  Other  Income  may  be  stated  net 
of  applicable  expenses,  provided  that  any  ma¬ 
terial  amounts  are  set  forth  separately. 

Expenses 

(45)  Interest  on  Savings  Accounts.  Include 
all  interest  or  dividends  paid  or  accrued  on 
savings  accounts. 

(46)  Interest  on  Borrowings.  Include  all 
interest  paid  or  accrued  on  borrowings. 

(47)  General  and  Administrative  Expenses. 
(See  §  563b.7(r)  (58).) 

(48)  Other  expenses.  Indicate  separately 
any  material  items. 

(49)  Income  or  loss  before  income  tax  ex¬ 
pense  and  appropriate  items  below. 

(50)  Income  Tax  Expense.  (See  {  563b. 7 
(p)(14).)  This  caption  only  taxes  based  on 
income.  Show  separately  current  and  deferred 
income  taxes,  if  significant.  Explain  the  na¬ 
ture  of  major  items  relating  to  deferred  In¬ 
come  taxes.  Explain  the  method  of  calculat¬ 
ing  the  bad  debt  deduction  and  the  fact  that 
the  allowable  deduction  will  be  declining  in 
future  years.  Include  the  amount  of  stock¬ 
holders’  equity  for  which  no  income  taxes 
have  been  paid  and  explain  the  significance 
in  terms  of  dividend  payments  on  capital 
stock. 

(51)  Minority  interest  in  income  of  con¬ 
solidated  subsidiaries. 

(52)  Equity  in  earnings  of  unconsolidated 
subsidiaries  and  50  percent  or  less  owned 
person.  The  amount  reported  under  this  cap¬ 
tion  shall  be  stated  net  of  any  applicable  tax 
provisions.  State,  parenthetically  or  In  a  note 
referred  to  herein,  the  amount  of  dividends 
received  from  such  persons.  If  justified  by 
circumstances,  this  item  may  be  presented  in 
a  different  position  and  a  different  manner. 

(53)  Extraordinary  items,  less  applicable 
tax.  State  separately  any  material  Items  and 
disclose,  parenthetically  or  otherwise,  the 
tax  applicable  to  each. 

(54)  Cumulative  effects  of  changes  in  ac¬ 
counting  principles.  State  separately,  any 
material  items  and  disclose  parenthetically 
or  otherwise,  the  tax  applicable  to  each. 

(55)  Net  income  or  loss.  (See  5  563b,7(r) 
(39)  (11).) 

(56)  Allocation  of  net  income.  Indicate 
the  amounts  of  net  Income  allocated  to  (l) 
appropriated  retained  earnings  and  (ii)  un¬ 
appropriated  retained  earnings. 

(57)  Earnings  per  share  data.  Show'  sepa¬ 
rately:  (i)  Earnings  before  any  extraordi¬ 
nary  Items,  (ii)  earnings  applicable  to  ex¬ 
traordinary  items,  and  (ill)  net  earnings  per 
share.  In  Connection  with  any  subsequent 
capital  stock  distributable  to  eligible  account 
holders  pursuant  to  a  plan  of  conversion,  re¬ 
flect  earnings  per  share  data  on  a  retroactive 
basis.  Set  forth  In  reasonable  detail  the  com¬ 
putation  of  per  share  earnings. 

(58)  Supplementary  Information  to  the 
Statement  of  Operations.  Furnish  the  follow¬ 
ing  schedule  for  each  statement  of  opera¬ 
tions  In  which  operating  revenues  were  of 
significant  amount.  This  schedule  may  be 
(Knitted  if  the  Information  required  by  Col- 
tunn  B  and  Instructions  3  and  4  thereof  is 
furnished  In  the  statement  of  operations  or 
In  a  note  thereto.  This  information  shall  be 
provided  for  each  of  the  3  fiscal  years  pre¬ 
ceding  the  date  of  the  latest  statement  of 
financial  condition  filed  and  for  the  period. 
If  any,  between  the  close  of  the  latest  of 
such  fiscal  years  and  the  date  of  the  latest 
statement  of  financial  condition  filed. 
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Supplementary  Information  to  thx 
Statement  of  Operations^ 

Cohimn  A  Column  B  * 

Charged  to 
general  and 
administrative 
expenses 
and  other 
Item  accounts 

1.  Maintenance  and  repairs _ 

2.  Depreciation,  depletion  and 

amortization  of  premises 
and  equipment _ 

3.  Depreciation  and  amortiza¬ 

tion  of  intangible  assets _ 

4.  Taxes,  other  than  income 

taxes  * _ 

5.  Rents  * _ 

6.  Royalties  _ 

7.  Advertising  costs  * _ 

8.  Provision  for  doubtful  ac¬ 

counts  and  notes _ 

9.  Expenses  of  conversion _ 

Statement  or  Chances  in  Financial 
Condition 

(59)  The  statement  of  changes  In  financial 
condition  shall  summarize  the  sources  from 
which  funds  have  been  obtained  and  their 
application.  Material  changes  in  the  com¬ 
ponents  of  net  funds  shall  be  shown  in  the 
statement  or  in  a  supporting  tabulation.  As 
a  minimum,  the  following  shall  be  reported: 

(1)  Sources  of  funds: 

(a)  Funds  provided  from  operations 
(showing  separately  net  income  or  loss  and 
the  addition  and  deduction  of  specific  Items 
which  did  not  require  the  expenditure  or  re¬ 
ceipt  of  funds;  e.g.,  depreciation  and  amorti¬ 
zation,  deferred  income  taxes,  undistributed 
earnings  or  losses  of  unconsolidated  persons, 
etc.). 

(b)  Principal  payments  on  loans. 

(c)  Sale  of  loans,  if  material. 

(d)  Sale  of  other  assets  (identifying  sepa¬ 
rately  such  items  such  as  real  estate  oa’ued, 
fixed  assets.  Intangibles,  etc.) . 

(e)  Issuance  of  longterm  debt. 

(/)  Increase  in  savings  accounts. 

($r)  Loan  fees  deferred. 

(ii)  Application  of  funds: 

(a)  Oiiginatlon  and  purchase  of  loans 
(showing  separately  If  material). 

(b)  Purchase  of  other  assets  (identifying 
separately  such  items  as  investments,  fixed 
assets.  Intangibles,  etc.) . 

(c)  Repayment  of  longterm  debt. 

(60)  Schedules  to  financial  statements.  No 
schedules  to  financial  statements,  other  than 
Supplemental  Information  to  the  Statement 
of  Operations,  are  required  to  be  furnished. 
However,  the  Corporation  may  request  that 
additional  schedules  be  filed  In  order  that  the 
financial  statements  not  be  misleading  or  to 
Insure  that  all  information  as  would  be 
meaningful  be  included.  The  applicant  may 
consider  the  furnishing  of  such  schedules  as 
are  required  for  any  additional  filings  with 
the  Securities  and  Exchange  Commission. 


>  State,  for  each  of  the  items  noted  in  Col¬ 
umn  A  which  exceeds  1  percent  of  total  reve¬ 
nues  as  reported  in  the  related  statement  of 
operations,  the  amount  called  for  in  Column 
B. 

’Indicate  amounts  charged  to  other  ac¬ 
counts  indicating  accoimt  soch  as  real  estate 
owned  or  other  Income — from  real  estate 
operations. 

*  State  separately  each  category  of  tax 
which  exceeds  I  percent  at  total  revenues. 

’Include  rents  applicable  to  leased  per¬ 
sonal  property. 

’This  item  shall  include  all  costs  related 
to  advertising  the  company's  name,  products 
or  services  in  newspapers,  periodicals  or  other 
advertising  media. 


§  563b.8  Vote  by  members;  application 
to  the  Corporation  for  final  approval. 

(a)  Vote  at  special  meeting.  Following 
Corporation  approval  of  an  application 
for  preliminary  approval,  the  plan  shall 
be  submitted  to  a  special  meeting  of  mem¬ 
bers,  unless  State  law  requires  that  the 
plan  be  considered  at  an  annual  meeting 
of  members. 

(b>  Determining  members  eligible  to 
vote.  The  record  date  for  determining 
those  members  eligible  to  vote  at  the 
meeting  called  to  consider  a  plan  of  con¬ 
version  shall  be  not  more  than  60  nor 
less  than  35  days  prior  to  the  date  of 
such  meeting,  unless  State  law  requires 
a  different  voting  record  date. 

(c)  Notice  to  members.  Notice  of  the 
meeting  to  consider  a  plan  of  conversion 
shall  be  given  by  the  proxy  and  informa¬ 
tion  statement  authorized  for  use  by  the 
Corporation  not  more  than  50  nor  less 
than  30  days  prior  to  the  date  of  the 
meeting  to  each  association  member  and 
each  eligible  accotmt  holder,  postage  pre¬ 
paid,  at  his  last  address  as  shown  on  the 
books  of  the  applicant,  unless  State  law 
requires  a  different  notice  period. 

(d)  Required  vote.  The  plan  shall  be 
approved  by  a  vote  of  at  least  two-thirds 
of  the  total  outstanding  votes  of  the  ap¬ 
plicant’s  association  members,  unless 
State  law  requires  a  higher  percentage, 
in  which  case  the  higher  percentage 
shall  be  used.  Voting  may  be  in  person  or 
by  proxy. 

(e)  Application  for  final  approval.  (1) 
Upon  approval  by  the  association  mem¬ 
bers  of  the  plan  of  conversion  in  ac¬ 
cordance  with  the  vote  required  by  para¬ 
graph  (d)  of  this  section,  the  applicant 
shall  submit  to  the  Corporation  sm  ap¬ 
plication  for  final  approval  of  the  plan 
of  conversion  on  the  appropriate  form 
prescribed  by  the  Corporation,  as  soon  as 
practicable  after  the  meeting. 

(2)  No  plan  of  conversion  under  this 
part  shall  be  implemented  following  ap¬ 
proval  of  the  plan  by  the  members,  un¬ 
less  an  application  for  final  approval 
shall  have  been  approved  by  the  Corpora¬ 
tion. 

(3)  Approval  by  the  Corporation  of 
the  application  for  final  approval  termi¬ 
nates  the  Federal  charter  of  an  appli¬ 
cant  effective  upon  the  issuance  to  it  of 
a  stock  charter  under  the  laws  of  the 
State  in  which  the  home  office  of  the  ap¬ 
plicant  is  located.  Such  Federal  charter 
shall  promptly  be  surrendered  to  the 
Board  for  cancellation. 

(4)  Every  applicant  imder  this  part 
shall  promptly  file  with  the  Corporation 
a  copy  of  the  stock  charter  issued  to  it. 
CcHiversion  shall  be  deemed  to  have  oc¬ 
curred  on  the  date  of  issuance  of  the 
stock  charter.  Upon  the  granting  of  final 
approval  by  the  Corporation  the  ac¬ 
counts  of  the  converted  institution  shall 
be  insured  to  the  same  extent  and  in  the 
same  manner  as  the  accounts  of  the 
converting  institution.  The  certificate  of 
insurance  of  the  converting  institution 
Shan  promptly  be  surrendered  to  the 
Corporation  for  cancellation,  and  the 
Corporation  shall  promptly  issue  a  new 
certificate  of  insurance  to  the  converted 
associaticm. 


§  563b.9  Pricing  and  distribution  of 
securities. 

(a)  General.  No  sale  or  distribution  of 
securities  of  the  applicant  pursuant  to 
the  plan  of  conversion  may  be  made 
prior  to  final  approval  of  the  plan  pursu¬ 
ant  to  S  563b.8.  No  offer  to  seU  or  offer 
to  buy  such  securities  may  be  made  prior 
to  preliminary  approval  of  the  appli¬ 
cant’s  plan  of  conversion  by  the  Cor¬ 
poration.  ’This  paragraph  shall  not  ap¬ 
ply  to  preliminary  negotiations  or  agree¬ 
ments  between  an  applicant  and  any 
underwriter  or  among  underwriters  who 
are  or  are  to  be  in  privity  of  contract 
with  the  applicant. 

(b)  Distribution  of  proxy  and  infor¬ 
mation  statement.  ’The  appropriate 
proxy  and  information  statement  shall 
be  distributed  to  eligible  account  hold¬ 
ers  at  the  same  time  it  is  mailed  to  as¬ 
sociation  members  pursuant  to  S  563b.8 

(c).  Only  one  proxy  and  informaticm 
statement  need  be  distributed  to  any 
person  who  is  both  an  eligible  account 
holder  and  an  association  member. 

(c)  Specification  of  price  in  proxy  and 
information  statement.  ’The  proxy  and 
information  statement  shall  set  forth  a 
price  range  for  the  securities  of  the  ap¬ 
plicant  to  be  distributed  to  eligible  ac¬ 
count  holders  under  the  plan  of  conver¬ 
sion.  ’Die  maximum  of  such  price  range 
shall  be  no  more  than  10  percent  above 
the  average  of  the  minimum  and  maxi¬ 
mum  of  such  price  range  and  the  mini¬ 
mum  shall  be  no  more  than  10  percent 
below  such  average. 

(d)  Final  pricing.  Prior  to  or  at  the 
time  of  final  approval  the  applicant 
shall  fix  an  actual  price  or  a  final  price 
range  for  the  securities  to  he  distributed 
under  the  plan  of  conversion.  ’The  maxi¬ 
mum  of  the  price  range  under  this  para¬ 
graph  shall  be  no  more  than  3  percent 
above  the  average  of  the  minimum  and 
maximum  of  such  price  range  and  the 
minimum  shall  be  no  more  than  3 
percent  below  such  average.  Following 
final  approval  only  an  actusd  price 
within  such  range  may  be  used. 

(e)  Representations  as  to  pricing.  ’The 
Corporation  will  review  the  price  ranges 
and  actual  prices  described  in  para¬ 
graphs  (c)  and  (d)  of  this  section  in 
determining  whether  to  give  preliminary 
and  final  approval  to  plans  of  conver¬ 
sion.  No  representations  may  be  made  in 
any  manner  by  the  applicant  that  such 
price  ranges  or  actual  prices  have  been 
approved  by  the  Corporation. 

(f)  Underwriting  expenses.  ’The  price 
ranges  and  actual  prices  described  in 
paragraphs  (c)  and  (d)  of  this  section 
shall  be  net  of  any  actual  or  estimated 
imderwriting  commissions,  fees  and  dis¬ 
counts.  Such  imderwriting  commis¬ 
sions,  fees  and  discounts  shall  not  ex¬ 
ceed  an  amount  or  percentage  per  share 
acceptable  to  the  Corporation. 

(g)  Pricing  materials.  (1)  In  consider¬ 
ing  price  ranges  and  actual  prices  under 
paragraphs  (c)  and  (d)  of  this  section, 
the  Corporation  will  apply  the  following 
guidelines  to  the  materials  in  support  of 
such  price  ranges  and  prices : 

(i)  ’The  materials  shall  be  prepared  by 
Piersons  independent  of  the  applicant. 
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experienced  and  expert  In  the  area  of 
corporate  appraisal,  and  acceptable  to 
the  Corporation; 

(il)  The  materials  shall  contain  data 
which  are  sufficient  to  support  the  con¬ 
clusions  reached  therein; 

(iii)  The  materials  shall  contain  a 
complete  and  detailed  description  of  the 
appraisal  methodology  employed;  and 

(iv)  To  the  extent  that  the  appraisal 
is  based  on  comparison  of  the  proposed 
securities  of  the  applicant  with  outstand¬ 
ing  securities  of  existing  stock  associa¬ 
tions,  the  materials  must  demonstrate 
the  appropriate  comparability  of  the  form 
and  substance  of  such  outstanding  se¬ 
curities  and  the  appropriate  comparabil¬ 
ity  of  such  existing  stock  associations  in 
terms  of  such  factors  as  size,  market  area, 
competitive  conditions,  profit  history, 
and  expected  future  earnings. 

(2)  In  addition  to  the  Information  re¬ 
quired  in  paragraph  (g)(1)  of  this  sec¬ 
tion,  the  applicant  shall  submit  infor¬ 
mation  demonstrating  to  the  satisfaction 
of  the  Corporation  the  independence  and 
expertise  of  any  person  preparing  mate¬ 
rials  imder  this  paragraph.  However,  a 
person  will  not  be  considered  as  lacking 
independence  for  the  reason  that  such 
person  will  participate  in  effecting  a  dis¬ 
tribution  of  securities  under  the  plan  of 
conversion. 

(h)  Order  forms.  (1)  Concurrently 
with  or  after  the  distribution  of  the  ap¬ 
propriate  proxy  and  information  state¬ 
ment  pursuant  to  paragraph  (b)  of  this 
section,  the  applicant  may  distribute  to 
all  eligible  account  holders  and  such  as¬ 
sociation  members  who  may  have  rights 
under  the  plan  of  conversion  forms  upon 
which  such  accoimt  holders  and  members 
may  indicate  decisions  as  to  choices  ex¬ 
ercisable  under  the  applicant’s  plan  of 
conversion. 

(2)  The  applicant  may  make  provision 
for  such  order  forms  to  be  binding  on 
such  account  holders  and  members  even 
though  such  order  forms,  as  permitted 
in  paragraph  (c)  of  this  section,  state  a 
price  range.  However,  an  order  form  stat¬ 
ing  a  price  range  as  permitted  in  para¬ 
graph  (c)  of  this  section  shall  not  be 
binding  if  it  orders  the  purchsise  of  se¬ 
curities,  and  if  the  actual  price  fixed 
by  the  applicant  under  paragraph  (d)  of 
this  section  is  not  within  such  range. 
Eligible  account  holders  and  association 
members  may  also  revise  a  choice  made 
on  an  earlier  form  up  to  the  time  of  the 
meeting.  If  the  form  is  distributed  after 
the  meeting,  the  minimum  exercise  pe¬ 
riod  shall  be  16  calendar  days  after  com¬ 
pletion  of  the  mailing  of  the  forms.  The 
appropriate  proxy  and  information  state¬ 
ment  shall  contain  a  description  of  the 
conditions  under  which  order  forms  will 
be  binding  and  of  the  circumstances 
under  which  order  forms  may  be  revised. 

(3)  Forms  distributed  pursuant  to 
paragraph  (h)(1)  of  this  section  shall  (1) 
Indicate  the  total  number  of  securities 
apportioned  to  the  particular  eligible  ac¬ 
count  holder  to  whom  the  form  Is  ad¬ 
dressed,  (ii)  indicate  the  period  for  ex¬ 
ercise  of  the  form,  (Hi)  state  the  price 
range  or  actual  price  of  the  securities 


determined  in  accordance  with  para¬ 
graph  (c)  or  (d)  of  this  section,  (iv) 
provide  specifically  designated  blank 
spaces  for  dating  and  signing  the  form, 
(V)  contain  an  acknowledgment  by  the 
person  completing  the  form  that  he  has 
received  a  proxy  and  Information  state¬ 
ment  prior  to  signing  the  form,  (vi)  in¬ 
dicate  the  effect  of  failing  to  complete 
and  return  the  form,  and  (vii)  describe 
the  eligible  account  holder’s  right  to  re¬ 
vise  a  choice  made  on  an  earlier  form. 

(i)  Exercise  and  distribution  periods. 
The  minimum  exercise  period  for  sub¬ 
scription  warrants  and  rights  shall  be 
16  calendar  days  after  the  mailing  of 
such  warrants  or  rights  is  completed. 
Distribution  of  the  converted  associa¬ 
tion’s  capital  stock  and  such  cash  or 
credits  to  accounts  as  may  be  payable 
under  the  plan  of  conversion  shall  be 
completed  as  promptly  as  possible  but 
no  later  than  30  calendar  days  after  the 
later  of  (1)  final  approval  of  the  con¬ 
version  by  the  Corporation,  or  (2)  the 
expiration  date  of  such  warrants  or 
rights,  or  (3)  commencement  of  a  public 
offering  of  the  applicant’s  securities,  if 
any,  pursuant  to  the  plan  of  conversion. 

§  563b.  10  Po!>t-convcrfiion  rrporl$«. 

(a)  Itemized  expenses.  Within  90  days 
after  distribution  of  capital  stock  under 
this  part,  the  insured  institution  shall  file 
the  information  required  by  the  item  in 
the  appropriate  proxy  and  information 
statement  form  relating  to  expenses  in¬ 
curred  in  converting  to  a  stock  associa¬ 
tion.  Such  information  shall  be  final, 
and  the  expenses  shall  be  separately 
stated  to  the  extent  required  by  such 
form. 

(b)  Additional  reports.  The  insured  in¬ 
stitution  shall  file  such  other  reports 
concerning  its  conversion  as  the  Corpo¬ 
ration  may  require. 


PART  571— STATEMENTS  OF  POLICY 

3.  It  is  proposed  to  adopt  a  new  State¬ 
ment  of  Policy,  §  571.8,  as  follows: 

§  .571.8  Maintonanro  of  rerord*  for  roii- 
verttioiiM. 

(a)  Section  563b.5  of  the  rules  and 
regulations  for  insurance  of  accounts  re¬ 
quires  in  part  that,  in  the  conversion  of 
an  insured  institution  to  the  stock  form, 
specified  percentages  of  conversion  se¬ 
curities  be  distributed  on  the  basis  of 
eligible  accountholders’  qualifying  depos¬ 
its  and/or  the  quarterly  average  of  their 
qualifying  deposits  over  certain  periods. 
This  system  of  time  adjustment  for  de¬ 
termining  the  amount  of  conversion  se¬ 
curities  to  which  each  eligible  account- 
holder  is  entitled  is  basically  a  system  of 
forward  time  averaging  and  weighting, 
as  opposed  to  back  time  averaging  and 
weighting.  This  system  was  selected  be¬ 
cause  it  appears  that  most  insured  insti¬ 
tutions  do  not  have  Internal  controls 
sufficient  to  trace  predecessor  accounts, 
as  defined  In  §  563b.5  of  this  chapter,  for 
any  extended  F>eriod  prior  to  July  13, 
1972,  except  at  prohibitive  cost.  A  system 
of  forward  time  averaging  or  weighting 


thus  gives  insured  institutions  desiring 
to  convert  ample  notice  that  they  should 
establish  the  necessary  internal  controls. 

(b)  The  Corporation  nevertheless  an¬ 
ticipates  that  there  will  be  insured  insti¬ 
tutions  which  will  form  an  intent  to  con¬ 
vert  at  a  later  date  and  which  will  not 
have  previously  established  the  necessary 
internal  controls.  Such  institutions  T\ill 
then  be  in  the  posture  of  having  to  trace 
predecessor  accoimts  as  though  the  Cor¬ 
poration  had  initially  adopted  a  require¬ 
ment  of  back  time  averaging  and  weight¬ 
ing  with  respect  to  them.  The  Corpora¬ 
tion  therefore  anticipates  that  it  will  re¬ 
ceive  requests  from  such  institutions  for 
a  relaxation  of  time  weighting  and  aver¬ 
aging  requirements. 

(c)  It  will  be  the  policy  of  the  Corpora¬ 
tion  not  to  consider  such  requests  fa¬ 
vorably.  The  Corporation  is  of  the  view 
that  only  a  system  of  time  adjustment 
which  is  applied  on  a  imiform  and  con¬ 
sistent  basis  is  sufficient  to  discourage 
shifts  of  savings  fimds  on  a  destabilizing 
scale  as  a  result  of  conversions.  The  Cor¬ 
poration  encourages  insured  institutions 
to  establish  promptly  the  internal  con¬ 
trols  necessary  to  trace  predecessor  ac¬ 
coimts  whether  or  not  the  institution  has 
any  plans  to  convert. 

4.  In  connection  with  proposed  new 
Part  563b,  the  Board  proposes  to  adopt 
and  employ  the  following  forms: 

Form  PA 
[Facing  Sheet] 

FEDERAL  HOME  LOAN  BANK  BOARD 

Federal  Savings  and  Loan  Insurance 
Corporation 
Washington,  D.C.  20552 

Application  for  Preliminary  Approval  of 
Conversion 


{ Exact  name  of  applicant  as  specihed  in 
charter) 


(Street  address  of  applicant) 


(City,  State,  and  ZIP  code) 


(Date  of  application) 
General  Instructions 
A.  RULE  as  to  use  OF  FORM  PA 

Form  PA  shall  be  used  by  any  insured  in¬ 
stitution  seeking  Federal  Home  Loan  Bank 
Board  or  Federal  Savings  and  Loan  Insurance 
Corporation  preliminary  approval  of  conver¬ 
sion  from  the  mutual  to  the  stock  form  of 
organization  pursuant  to  Part  563b  of  the 
rules  and  regulations  for  insurance  of  ac¬ 
counts. 

B.  APPLICATION  OF  RULES  AND  REGULATIONS 

Attention  is  directed  to  insurance  $  563b.3. 
Tliat  section  contains  general  requirements 
regarding  preparation  and  filing  of  this  form. 
The  definitions  in  insurance  $  563b.2  also 
should  be  noted. 

Item  1.  Form  of  application.  Set  forth  an 
application  for  preliminary  approval  of  the 
applicant’s  plan  of  conversion  in  the  fol¬ 
lowing  form: 

(City)  (State) 


(Date) 


No.  7— Pt.  n- 
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1.350 

Federal  Home  Loan  Bank  Board 

FEDERAL  SAVINGS  AND  LOAN  INSL  RANGE 
CORPORATION 

Washington.  D.C. 

The  undersigned  hereby  makes  applica¬ 
tion  for  preliminary  approval  to  convert  into 
a  stock  association,  and  submits  herewith  a 
statement  of  its  proposed  plan  of  conversion 
and  other  information  and  exhibits  as  re¬ 
quired  by  Part  563b  of  the  rules  and  regula¬ 
tions  for  Insurance  of  accounts  of  the  Federal 
Savings  and  Loan  Insurance  Corporation. 

In  submitting  this  application  the  appli¬ 
cant  understands  and  agrees  that,  if  further 
examinations  or  appraisals,  or  both,  are  re¬ 
quired  by  the  Federal  Home  Loan  Bank  Board 
or  the  Federal  Savings  and  Loan  Insurance 
Corporation,  they  will  be  conducted  by.  or  as 
approved  by,  the  Board  or  the  Corporation  at 
the  expense  of  the  applicant:  and  applicant 
will  pay  the  costs  thereof  as  computed  by  the 
Board  or  the  Corporation. 

This  application  has  been  approved  by  at 
least  two-thirds  of  the  board  of  directors  of 
the  applicant.  In  accordance  with  §  563b.3(c) 
(4)  of  the  rules  and  regulations  for  insurance 
of  accounts,  by  the  filing  of  this  anpllcatlon. 
the  applicant  by  its  duly  authorized  repre¬ 
sentative,  the  undersigned  officers  and  each 
member  of  the  applicant’s  board  of  directors 
severally  represent,  except  to  the  extent 
otherwise  provided  in  said  section,  (1)  that 
each  such  person  has  read  this  apolication: 
(2)  that  in  the  opinion  of  each  such  person, 
he  has  made  such  examination  and  investi¬ 
gation  as  is  necessary  to  enable  him  to 
express  an  informed  opinion  that  this  appli¬ 
cation  complies  to  the  best  of  his  knowledge 
and  belief  with  the  applicable  requirements 
of  Part  563b  of  the  rules  and  regulations  for 
insurance  of  accounts  and  forms  thereunder; 
and  (3)  that  each  such  person  holds  such 
Informed  opinion. 

At  test : 


Applicant 

By _ 

(Duly  Authorized 
Representative) 


(Principal  Executive  Officer) 


(Principal  Financial  Officer) 


(Principal  Accounting  Officer) 


(Two-thirds  of  the  Board  of 
Directors) 

Item  2.  Plan  of  conversion.  Furnish  the 
complete  formal  written  plan  adopted  by  the 
board  of  directors  of  the  applicant  for  con¬ 
version  of  the  applicant  to  the  stock  form  of 
organization.  The  terms  of  the  plan  sub¬ 
mitted  pursuant  to  this  Item  will  be  a  basis 
for  the  Corporation's  approval  and  the  plan 
as  approved  will  be  distributed  as  an  attach¬ 
ment  to  the  proxy  and  information  statement 
distributed  to  association  members  and  to 
eligible  account  holders. 

Item  3.  Proxy  and  information  statement. 
Furnish  preliminary  copies  of  the  proxy  and 
Information  statement  to  be  distributed  by 
the  aoplicant  to  association  members  and  to 
eligible  account  holders.  Attention  is  di¬ 
rected  to  S  563b.6(e)  regarding  additional 
requirements  for  filing  of  proxy  solicitation 
materials. 

Item  4.  Form  of  proxy.  Furnish  preliminary 
copies  of  the  form  of  proxy  to  be  distributed 
to  association  members  by  the  applicant's 
management. 
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Item  5.  Sequence  and  timing  of  the  plan. 
Set  forth  the  expected  chronological  order  of 
the  events  connected  with  the  applicant's 
plan  of  conversion  beginning  with  the  filing 
of  this  application  through  distribution  of 
the  capital  stock  certificates  pursuant  to 
S  563b.9(l).  Indicate  the  expected  timing  of 
any  requisite  approvals  by  State  authorities. 
If  there  will  be  an  underwritten  public 
offering  of  the  applicant's  securities  as  part 
of  the  plan  of  conversion,  indicate  the  pro¬ 
posed  timing  of  all  aspects  of  such  offering 
beginning  with  the  distribution  of  prelimi¬ 
nary  offering  circulars.  For  purposes  of  com¬ 
pleting  this  item,  the  applicant  should  allow' 
a  minimum  of  30  business  days  after  filing  of 
this  application  for  receipt  of  comments  from 
the  Corporation’s  staff  and  a  minimum  of  10 
business  days  after  filing  amendments  in  re¬ 
sponse  to  such  comments  for  preliminary 
anprova!  of  the  plan  of  conversion  by  the 
Corporation. 

Item  6.  Record  date  and  percentages.  If 
the  applicant's  plan  of  conversion  contains 
a  distribution  record  date  earlier  than  the 
latest  such  date  approved  by  the  Corpora¬ 
tion,  state  the  reasons  for  the  selection  of  the 
earlier  date.  If  the  applicant's  plan  contains 
more  than  one  distribution  record  date,  a 
distribution  record  period,  or  distribution 
record  periods,  state  the  reasons  for  the  se¬ 
lection  of  such  provisions.  If  the  applicant’s 
plan  of  conversion  contains  percentages  for 
allocation  of  stock  which  vary  from  the  per¬ 
centages  specified  in  the  table  contained  in 
I  563b.5.  state  the  reasons  for  such  variation. 
It  should  be  noted  that  such  percentage  var¬ 
iation  may  be  made  only  in  accordance  w'ith 
§  563b.5(e)  (2). 

Item  7.  Savings  account  balances  of  per¬ 
sonnel.  In  the  CR.se  of  plans  of  conversion 
adopted  during  1972  through  1977,  for  each 
director  and  officer  of  the  applicant,  and  for 
each  employee  of  the  applicant  whose  total 
account  balances,  including  the  balances  of 
each  associate  of  such  employee,  as  of  the 
distribution  record  date  were  more  than 
$20,000,  set  forth  in  tabular  form  his  total 
account  balances  as  of  (1)  the  end  of  each 
quarterly  period  during  1972,  unless  the  end 
of  any  such  quarterly  period  is  subsequent  to 
the  distribution  record  date  under  the  ap¬ 
plicant’s  plan  of  conversion;  (2)  the  distri¬ 
bution  record  date  under  the  applicant's 
plan  of  conversion;  and  (3)  any  other  date 
or  dates  during  1972  as  of  which  stock  is 
to  he  allocated  under  the  plan  of  conver¬ 
sion.  This  item  need  not  be  completed  as 
to  any  officer,  director,  employee,  or  associ¬ 
ate  who  is  not  an  eligible  account  holder 
under  the  applicant’s  plan  of  conversion. 

Item  8.  Management  syndicate.  If  the  di¬ 
rectors  and  officers  of  the  applicant  propose 
to  form  a  group  or  syndicate  for  the  purpose 
of  purchasing  the  applicant’s  securities  pur¬ 
suant  to  the  plan  of  conversion,  give  a  de¬ 
tailed  description  of  any  financing  arrange¬ 
ments  to  be  employed.  If  the  applicant  pres¬ 
ently  proposes  to  issue  new  stock  within  1 
year  following  conversion  and  if  the  directors 
and  officers  of  the  applicant  are  to  receive 
any  priority  right  to  purchase  such  stock, 
give  a  detailed  description  of  such  proposal 
and  of  any  financing  arrangements  to  be 
employed. 

Item  9.  Subscription  warrants  or  rights.  If 
subscription  warrants  or  rights  are  to  be  em¬ 
ployed  pursuant  to  the  applicant’s  plan  of 
conversion,  give  a  complete  and  detailed  de¬ 
scription  of  the  operation  and  the  feasibility 
of  the  use  of  such  warrants  or  rights  in  ad¬ 
dition  to  the  information  summarized  in  the 
proxy  and  information  statement.  The  in¬ 
formation  called  for  by  this  item  should 
explain  fully  how  the  applicant  proposes  to 
Insure  that  fair  value  will  be  received  by 
persons  w’ho  do  not  exercise  their  warrants 
or  rights. 


Item  10.  Expenses  of  conversion.  With  re¬ 
spect  to  the  applicant’s  estimated  expenses 
of  conversion  set  forth  pursuant  to  Item  5 
of  Form  PS,  describe  briefly  any  transactions 
or  proposed  transactions  giving  rise  to  such 
expenses  in  which  any  of  the  following  per¬ 
sons  had  or  is  to  have  a  direct  or  indirect 
material  Interest,  naming  such  person  and 
stating  his  relationship  to  the  applicant,  the 
nature  of  his  interest  in  the  transaction  and, 
where  practicable,  the  amount  of  such  in¬ 
terest  : 

(a)  Any  director  or  officer  of  the  appli¬ 
cant;  and 

(b)  Any  relatli’e  or  spouse  of  any  of  the 
foregoing  persons,  or  any  relative  of  such 
spou.se.  who  has  the  same  home  as  such  per¬ 
son  or  who  is  a  director  or  officer  of  any  sub¬ 
sidiary  of  the  applicant. 

Instructions.  1.  No  information  need  be 
given  in  response  to  this  Item  10  as  to  any 
remuneration  or  other  transaction  reported 
in  re.sponse  to  Item  7  of  Form  PS. 

2.  No  information  need  be  given  in  an¬ 
swer  to  this  Item  10  as  to  any  specified  per¬ 
son  if  the  total  direct  and  indirect  material 
interest  of  such  person  in  transactions  or 
proposed  transactions  giving  rise  to  the  ap¬ 
plicant’s  conversion  expenses  is  less  than 
$5,000. 

3.  It  should  be  noted  that  this  item  calls 
for  disclosure  of  indirect,  as  well  as  direct, 
material  interests  in  transactions.  A  person 
who  has  a  position  or  relationship  with  a 
firm,  corporation,  or  other  entity,  which  en¬ 
gages  in  a  transaction  with  the  applicant 
related  to  the  applicant’s  conversion  ex¬ 
penses  may  have  an  Indirect  interest  in  such 
transaction  by  reason  of  such  position  or  re¬ 
lationship.  However,  a  person  shall  be 
deemed  not  to  have  a  material  Interest  in  a 
transaction  within  the  meaning  of  this  Item 
10  where — 

(a)  The  Interest  arises  only  (1)  from  such 
person’s  position  as  a  director  of  another 
corporation  or  organization  (other  than  a 
partnership)  which  is  a  party  to  the  trans¬ 
action,  or  (11)  from  the  direct  or  indirect 
ownership  by  such  person  and  all  other  per¬ 
sons  specified  in  paragraphs  (a)  and  (b)  of 
this  Item  10,  in  the  aggregate,  of  less  than  a 
10  percent  equity  Interest  in  another  person 
(other  than  a  partnership)  which  is  a  party 
to  the  transaction,  or  (ill)  from  both  such 
position  and  ownership; 

(b)  The  interest  of  such  person  arises 
solely  from  the  holding  of  an  equity  inter¬ 
est  (including  a  limited  partnership  inter¬ 
est  but  excluding  a  general  partnership  in¬ 
terest)  or  a  creditor  Interest  in  another  per¬ 
son  which  is  a  party  to  the  transaction  with 
the  applicant  or  any  of  its  subsidiaries  and 
the  transaction  is  not  material  to  such  other 
person. 

4.  The  amount  of  the  interest  of  any  speci¬ 
fied  person  shall  be  computed  without  re¬ 
gard  to  the  amount  of  the  profit  or  loss  in¬ 
volved  in  the  transaction.  Where  it  is  not 
practicable  to  .state  the  approximate  amount 
of  the  Interest,  the  approximate  amount  in¬ 
volved  in  the  transaction  shall  be  indicated. 

Item  11.  Indemnification  of  Directors  and 
Officers.  State  the  general  effect  of  any  char¬ 
ter  provisions,  bylaw,  contract,  arrangement, 
statute,  or  regulation  to  be  in  effect  after 
conversion  under  which  any  director  or  of¬ 
ficer  of  the  converted  a.ssoclatlon  will  be  in¬ 
sured  or  indemnified  in  any  manner  against 
any  liability  which  he  may  incur  in  his  ca¬ 
pacity  as  such. 

Exhibits 

The  following  exhibits  shall  be  attached  to 
this  form. 

Exhibit  1.  Resolution  of  Board  of  Direc¬ 
tors.  Set  forth  a  certified  copy  or  copies  of  a 
resolution  or  resolutions  of  the  applicant’s 
board  of  directors  (1)  adopting  the  plan  of 
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conversion  filed  with  this  application;  (2) 
authorizing  the  filing  of  this  application; 
and  (3)  i4>plylng  for  continued  Insurance 
of  accounts  by  the  Federal  Savings  and 
Loan  Insurance  CMporatlon  and  continued 
membership  In  the  appropriate  Federal 
Home  Loan  Bank.  The  action  adopting  the 
plan  of  conversion  and  authorizing  the  fil¬ 
ing  of  this  application  must  be  approved  by 
two-thirds  of  the  applicant’s  board  of 
directors. 

Exhibit  2.  Copies  o/  documents,  contracts 
and  agreements.  Furnish  the  following  doc¬ 
uments,  contracts  and  agreements:  (a)  Pro¬ 
posed  capital  stock  certificates  to  be  Issued; 

(b)  proposed  order  forms,  and  the  sub¬ 
scription  warrants  and  rights;  (c)  proposed 
charter  and  bylaws  of  the  applicant  to  take 
effect  upon  conversion;  (d)  any  prc^osed 
stock  option  plan  and  form  of  option,  any 
proposed  stock  purchase  plan  and  form  of 
agreement,  and  any  proposed  management 
employment  contracts;  (e)  any  contract  de¬ 
scribed  In  response  to  Item  7(e)  of  Form  PS; 
(f)  the  agreements  executed  piursuant  to 
{  563b.5(h);  (g)  contracts  or  agreements 
with  paid  solicitors  described  In  response  to 
Item  3(b)  of  Form  PS;  (h)  any  material 
loan  agreements  relating  to  borrowings  by 
the  i^pllcant  other  than  from  a  Federal 
Home  Loan  Bank  and  other  than  subor¬ 
dinated  debt  securities  approved  by  the  Cor¬ 
poration;  (1)  proposed  underwriting  con¬ 
tracts  and  agreements  among  underwriters;' 
(])  any  contracts  or  agreements  among  the 
members  of  the  group  or  syndicate  regard¬ 
ing  the  purchase  of  the  applicant’s  securities 
described  In  response  to  Item  9(g)  of  Form 
PS;  and  (k)  any  documents  referred  to  In  the 
answer  to  Item  11  of  this  form.  Documents, 
contracts,  and  agreements  which  are  fur¬ 
nished  In  proposed  form  pursuant  to  this 
Item,  shall  be  furnished  In  final  form  prior 
to  final  approval  by  the  Corporation. 

Exhibit  3.  Opinions  of  Counsel.  Furnish 
opinions  by  counsel  for  the  applicant  re¬ 
garding  each  of  the  following  matters:  (a) 
’The  legal  sufficiency  of  the  applicant’s  pro¬ 
posed  capital  stock  certificates,  order  forms, 
and  subscription  warrants  and  rights,  (b) 
State  law  requirements  applicable  to  the  ap¬ 
plicant’s  plan  of  conversion  Including  cita¬ 
tions  to  applicable  State  law  and  whether 
such  requirements  will  be  fulfilled  by  the 
plan,  (c)  the  legal  sufficiency  of  the  appli¬ 
cant’s  proposed  charter  and  bylaws,  (d)  the 
effect  of  any  State  escheat  law  or  other  iq)- 
pllcable  law  on  securities  or  cash  distribu¬ 
tions  to  eligible  account  holders  who  cannot 
be  located  by  the  applicant,  (e)  the  tirpe  and 
extent  of  each  class  of  voting  rights  in  the 
applicant  after  conversion.  Including  any  re¬ 
quirement  of  State  law  that  savings  account 
holders  or  borrowers  have  voting  rights  In 
the  converted  Institution,  and  (f)  the  le¬ 
gality  and  Federal  Income  tax  effect  to  the 
applicant  of  any  proposed  stock  option  plan 
or  stock  purchase  plan  described  In  response 
to  Item  14  of  Form  PS. 

Exhibit  4.  Federal  and  State  tax  opinions 
and  rulings,  (a)  Furnish  an  opinion  of  the 
applicant’s  tax  advisor  as  to  the  Federal  In¬ 
come  tax  consequences  of  the  applicant’s  plan 
of  conversion  to  the  applicant,  to  eligible  ac¬ 
count  holders,  and  to  such  association  mem¬ 
bers  who  may  have  rights  under  such  plan. 

Instructions.  1.  ’The  applicant  should  obtain 
Its  Federal  Income  tax  opinion  prior  to  adop¬ 
tion  of  the  plan  of  conversion  by  the  board 
of  directors. 

2.  ’The  Corporation  recommends  that  all 
applicants  obtain  a  ruling  from  the  Depart- 
mefit  of  Treasury  Internal  Revenue  Service 
regarding  the  Federal  Income  tax  conse¬ 
quences  of  the  applicant’s  plan  of  conversion. 
’The  Corporation  may  require  that  such  a 
ruling  be  obtained  If  the  iq>pllcant’8  plan  of 


conversion  Is  not  substantially  similar  to 
plans  of  conversion  which  have  received 
favorable  rulings.  ’The  Corporation  may  also 
require  that  such  a  ruling  be  obtained  If  the 
applicant's  plan  of  conversion  contains  novel 
provisions  or  there  is  otherwise  a  question 
as  to  the  Federal  Income  tax  consequences  of 
the  plan. 

(b)  Furnish  an  opinion  of  the  applicant’s 
tax  advisor  as  to  any  tax  consequences  of 
the  plan  of  conversion  under  the  laws  of  the 
State  in  which  the  applicant  will  be  char¬ 
tered  upon  conversion.  Such  opinion  should 
relate  to  the  applicant,  to  eligible  account 
holders,  and  to  such  association  members  who 
may  have  rights  under  such  plan. 

Exhibit  5.  Appraisal  materials.  Furnish  the 
materials  required  by  f  563b.9(g)  regarding 
appraisal  of  the  applicant. 

Exhibit  6.  Notice  to  members  prior  to  fil¬ 
ing.  Furnish  the  notice  to  the  applicant’s 
members  required  by  S  563b.4(b)  (2). 

Exhibit  7.  Statement  as  to  account  bal¬ 
ances  of  management.  Attach  a  statement  by 
an  Independent  public  accountant  that  he 
has  reviewed  the  Information  furnished  pur¬ 
suant  to  Item  7  of  this  Form  relating  to 
account  balances  of  officers,  directors,  employ¬ 
ees  and  their  associates  and  the  procedures 
fcdlowed  to  obtain  that  information,  and 
that,  based  on  such  review,  he  is  aware  of 
no  reason  to  believe  that  the  information 
furnished  was  misleading. 

Exhibit  8.  Other  materials,  (a)  If  informa¬ 
tion  required  by  an  appropriate  form  Is  not 
given  for  the  reasons  specified  In  {  563b.3(h), 
furnish  the  statement  required  for  each  such 
omission  by  f  663b.3(h)  (2). 

(b)  Furnish  all  consents  required  to  be 
filed  by  S  563b.3  (n)  and  (o) . 

(c)  If  applicable,  furnish  the  statement 
required  by  the  Instruction  to  Item  6(e)  of 
Form  PS  regarding  events  which  occurred 
within  the  last  ten  years  to  directors  of  the 
applicant. 

(d)  If  information  required  by  Item  17(h) 
of  Form  PS  relating  to  historical  financial 
Information  Is  omitted,  furnish  the  state¬ 
ment  required  by  Item  17(h)  (1)  of  Form  PS. 

(e)  Furnish  any  powers  of  attorney  em¬ 
ployed  pursuant  to  §  663b.3(c)  (3). 

(f)  Furnish  the  cross  reference  sheet 
referred  to  In  {  663b.3(e). 

Form  PS 
[Facing  Sheet] 

rXDKRAl.  HOME  LOAN  BANK  BOARD 

Federal  Savings  and  Loan  Insurance 
Corporation 

Washington,  D.C.  20552 
Proxy  and  Information  Statement 


(Exact  name  of  Applicant  as  specified  in 
charter) 


(Street  address  of  applicant) 


(City,  State  and  Zip  Code) 

Proxy  and  Information  Statement  Form 

INDEX  TO  ITEMS 

Item  1.  Notice  of  meeting. 

Item  2.  Revocabllity  of  proxy. 

Item  3.  Persons  making  solicitation. 

Item  4.  Voting  rights  and  vote  required  for 
approval. 

Item  5.  Expenses  Incident  to  the  conversion. 

Item  e.  Directors  and  Executive  Officers. 

Item  7.  Remuneration  and  other  transac¬ 
tions  with  management  and 
others. 

Item  8.  Businees  of  the  iqipllcant. 


Item  9.  Description  of  the  applicant’s  plan 
of  conversion. 

Item  10.  Description  of  capital  stock. 

Item  11.  Opposition  to  the  plan  of  conver¬ 
sion. 

Item  12.  Capitalization. 

Item  13.  Use  of  proceeds. 

Item  14.  Options,  warrants  or  rights. 

Item  15.  New  charter,  bylaws  or  other  docu¬ 
ments. 

Item  16.  Other  matters. 

Item  17.  Financial  statements. 

Item  18.  Consents  of  experts  and  reports. 
Item  19.  Attachments. 

Form  PS 

INFORMATION  REQt^IRED  IN  CONVERSION  PROXY 
AND  INFORMATION  STATEMENT 

Note:  A.  Except  as  otherwise  specifically 
provided,  where  any  item  calls  for  informa¬ 
tion  for  a  specified  period  In  regard  to  di¬ 
rectors,  officers  or  other  persons  holding 
specified  positions  or  relationships,  the  in¬ 
formation  shall  be  given  In  regard  to  any 
I>erson  who  held  any  of  the  specified  posi¬ 
tions  or  relationships  at  any  time  during  the 
period.  However,  Information  need  not  be  in¬ 
cluded  for  any  portion  of  the  period  during 
which  such  person  did  not  hold  any  such 
position  or  relationship  provided  a  statement 
to  that  effect  is  made. 

Item  1.  Notice  of  meeting.  ’The  cover  page 
of  the  proxy  and  InfcKmation  statement  shall 
give  notice  of  the  meeting  of  the  association 
members  called  by  the  bocu'd  of  directors  to 
act  upon  the  conversion.  ’The  cover  page  shall 
include  the  date,  time,  and  place  of  the  meet¬ 
ing,  a  brief  description  of  each  matter  to  be 
acted  upon  at  the  meeting,  the  date  of  record 
for  association  members  entitled  to  vote  at 
the  meetmg,  the  date  of  the  statement,  and 
the  full  address,  zip  code  and  telephone  num¬ 
ber  of  the  applicant. 

Item  2.  Revocability  of  proxy.  State  that 
the  person  giving  the  proxy  has  the  power  to 
revoke  it  before  the  proxy  is  exercised  at  the 
meeting.  If  the  right  of  revocation  is  subject 
to  compliance  with  any  formal  procedure, 
briefly  describe  such  procedure.  Briefly  de¬ 
scribe  any  charter  or  State  law  requirement 
otherwise  restricting  voting  by  proxy.  State 
that  the  proxy  is  solicited  for  that  meeting, 
and  any  adjournment  thereof,  and  will  not 
be  used  for  any  other  meeting.  (See  also 
i  563b.6(d)  (3).) 

Item  3.  Persons  making  the  solicitation. 
(a)  State  whether  the  solicitation  is  made  by 
the  management  of  the  applicant.  Give  the 
name  of  any  director  of  the  applicant  who 
has  mformed  the  management  in  writing 
that  he  mtends  to  oppose  any  action  Intended 
to  be  taken  by  the  management  and  indicate 
the  action  which  he  Intends  to  oppose. 

(b)  If  the  solicitation  is  to  be  made  other¬ 
wise  than  by  the  use  of  the  malls,  describe 
the  methods  to  be  employed.  If  the  solicita¬ 
tion  Is  to  be  made  by  specially  engaged  em¬ 
ployees  or  paid  solicitors,  state  the  material 
features  of  any  contract  or  arrangement  for 
such  solicitation  and  Identify  the  parties. 

(c)  If  the  solicitation  Is  made  otherwise 
than  by  the  management  of  the  applicant, 
so  state  and  give  the  names  of  the  |>ersons 
by  whom  and  on  whose  behalf  It  Is  made. 
Any  such  solicitation  normally  need  not  re¬ 
spond  to  items  6  through  19,  but  must  in¬ 
clude  such  Information  as  to  make  such 
solicitations  comply  with  $  563b.6(g)  (1). 

Item  4.  Voting  rights  and  vote  required  for 
approval,  (a)  Describe  briefly  the  voting 
rights  of  each  class  of  association  members. 
State  the  approximate  total  number  of  votes 
entitled  to  be  cast  at  the  meeting,  and  the 
iqtproxlmate  number  of  votes  to  which  each 
class  Is  entitled. 


FEDERAL  REGISHR,  VOU  38,  NO.  7— THURSDAY,  JANUARY  11,  1973 


1352 


PROPOSED  RULE  MAKING 


<b)  As  part  ot  the  description  give  the 
date  of  record  for  association  members  en¬ 
titled  to  vote  at  the  meeting. 

(c)  As  to  each  matter  which  will  be  sub¬ 
mitted  to  a  vote  of  association  members, 
state  the  vote  required  for  its  approval. 

Item  5.  Expenses  incident  to  the  conver¬ 
sion.  (a)  Provide  In  substantially  the  tabular 
form  Indicated  below  the  estimated  expense 
of  the  conversion  and  the  estimated  expense 
to  the  iqjpllcant  of  the  public  offering.  If  any. 
of  the  applicant’s  securities  Incident  to  the 
conversion : 


Allocable  Allocable 
to  con-  to  imbllc  Total 
version  ottering 


I/t'pal  . 

Tostagc  and  mailing . 

Frinting . 

Escrow  or  ^nt  fees . 

I'ndcrwriting  lees . 

Appraisal  fees . s. 

Transfer  agent  fees . 

Auditing  and  accounting . 

Proxy  solicitation  fees . 

Advertising . 

Other  cxiieiises- . 

Total . 


(b)  State  by  whom  the  costs  Itemized 
above  are  to  be  borne,  directly  or  Indirectly. 
If  the  solicitation  Is  conducted  other  than  by 
management  of  the  applicant,  the  Informa¬ 
tion  required  In  paragraph  (a)  shall  be  lim¬ 
ited  to  the  cost  of  such  solicitation. 

Instructions — 1.  As  to  paragraph  (a),  the 
applicant  shall  exclude  costs  represented  by 
salaries  and  wages  of  regular  employees  and 
officers,  and  a  statement  to  that  effect  shall 
be  Included  In  the  proxy  statement.  The  cost 
of  solicitation  by  specially  engaged  employees 
or  paid  solicitors  under  paragraph  (b)  of 
Item  3  shall  be  stated  under  “Proxy  Solicita¬ 
tion  Fees”  In  paragraph  (a)  of  this  Item. 

2.  If  the  iq^irilcant  has  any  category  of  ex¬ 
pense  exceeding  $10,000  which  Is  not  specified 
in  paragraph  (a),  such  expense  shall  be 
itemized  rather  than  Including  It  under  the 
category  “Other  Expenses.” 

Item  6.  Directors  and  Executive  Offleers. 

(a)  List  the  names  and  ages  of  all  directors 
of  the  applicant.  Indicate  all  )>ositlon8  and 
offices  with  the  applicant  held  by  each  such 
person,  state  his  term  of  office  as  director  and 
the  period  during  which  he  has  served  as 
such  and  brlefiy  describe  any  arrangement  or 
understanding  between  him  and  any  other 
person  pursuant  to  which  he  was  selected  as 
a  director. 

(b)  List  the  names  and  ages  of  all  execu¬ 
tive  officers  of  the  applicant  and  indicate  all 
positions  and  offices  held  with  the  applicant 
by  each  such  person. 

Instruction.  The  term  "executive  officer” 
means  the  president,  vice  president,  secre¬ 
tary.  treasurer,  controller,  principal  accoxmt- 
Ing  officer,  any  officer  in  charge  of  a  principal 
lending  or  savings  function,  and  any  other 
officer  or  person  who  performs  similar  policy 
making  functions  for  the  applicant. 

(c)  State  the  nature  of  any  family  rela¬ 
tionship  between  any  director  or  executive 
officer  and  any  other  director  or  executive 
officer. 

Instruction.  The  term  “family  relation¬ 
ship”  means  any  relationship,  by  blood,  mar¬ 
riage,  or  adoption,  not  more  remote  than  first 
cousin. 

(d)  Olve  a  brief  account  of  the  business 
experience  during  the  past  6  years  of  each 
director  and  each  executive  officer,  including 
his  principal  occupations  and  eQq>loyment8 
during  that  period  and  the  name  and  prin¬ 
cipal  business  of  any  corporation  or  other 
organization  In  which  such  occupations  and 
employments  were  carried  on. 


(e)  Describe  any  of  the  following  events 
which  occurred  during  the  past  10  years  and 
which  are  material  to  an  evaluation  of  the 
ability  and  Integrity  of  any  director  of  the 
applicant: 

(1)  A  petition  under  the  Bankruptcy  Act 
or  any  State  Insolvency  law  was  filed  by  or 
against,  or  a  receiver,  fiscal  agent  or  similar 
officer  was  appointed  by  a  court  for  the  busi¬ 
ness  or  property  of,  such  person,  or  any  part¬ 
nership  In  which  he  was  a  general  partner 
at  or  within  2  years  before  the  time  of  such 
filing,  or  any  corporation  or  business  associa¬ 
tion  of  which  he  wa.s  an  executive  officer  at 
or  within  2  years  before  the  time  of  such 
filing; 

(2)  Such  person  was  convicted  In  a  crimi¬ 
nal  proceeding  or  Is  the  subject  of  a  criminal 
proceeding  which  Is  presently  pending  (ex¬ 
cluding  proceedings  for  traffic  violations  and 
other  minor  offenses) ;  or 

(3)  Such  person  was  the  subject  of  any 
order.  Judgment,  or  decree  of  any  court  of 
competent  Jurisdiction  permanently  or  tem¬ 
porarily  enjoining  him  from  acting  as  an 
Investment  adviser,  underwriter,  broker  or 
dealer  In  securities,  or  as  an  affiliated  person, 
director  or  employee  of  any  Investment  com¬ 
pany,  bank  or  Insurance  company,  or  re¬ 
moving  him  from  office  and/or  prohibiting 
him  from  further  participation  In  any  man¬ 
ner  In  the  conduct  of  the  affairs  of  an  Insured 
Institution,  or  from  engaging  In  or  continu¬ 
ing  any  conduct  or  practice  In  connection 
with  any  such  activity  or  In  connection  with 
the  purchase  or  sale  of  any  security,  or  was 
the  subject  of  any  order  of  a  Federal  or  State 
authority  barring  or  suspending,  for  more 
than  60  days,  the  right  of  such  person  to  be 
engaged  In  any  such  activity,  which  order 
has  not  been  reversed  or  suspended. 

Instruction.  If  any  event  specified  In  para¬ 
graph  (e)  has  occurred  but  Information  In 
regard  thereto  Is  omitted  on  the  ground  that 
it  is  not  material,  the  applicant  shall  furnish, 
as  supplemental  Information  and  not  as  a 
part  of  the  statement  the  reasons  for  the 
omission  of  Information  In  regard  thereto. 

(f)  State  whether  control  of  the  applicant 
has  been  exercised  through  the  use  of  proxies 
and  the  nature  of  such  control. 

Item  7.  Remuneration  and  other  transac¬ 
tions  with  management  and  others.  Note: 
Refer  to  Note  2  of  Item  17  of  this  form. 

(a)  Furnish  the  following  Information  in 
substantially  the  tabular  form  Indicated 
below  as  to  all  direct  remuneration  paid  by 
the  applicant  and  Its  subsidiaries  during  the 
applicant’s  last  fiscal  year  to  the  following 
persons  for  services  In  all  capacities: 

(1)  Each  director  of  the  applicant  whose 
aggregate  direct  remuneration  exceeded  $30,- 
000,  and  each  of  the  three  highest  paid  offi¬ 
cers  of  the  applicant  whose  aggregate  direct 
remuneration  exceeded  that  amount,  naming 
each  such  director  and  officer. 

(2)  All  directors  and  officers  of  the  appli¬ 
cant  as  a  group,  stating  the  number  of  per¬ 
sons  In  the  group  without  naming  them. 


(A)  (B)  iO 

Name  of  Individual  Cai)acltfesln  ARKregato 

or  numlx'r  of  |x>r-  which  remuncra-  direct 

sons  lit  group  tion  w  as  received  reinunoration 


Instructions.  (1)  The  Information  Is  to  be 
given  on  an  accrual  basis  If  practicable.  ’The 
tables  required  by  this  paragraphs  (a)  and 
(b)  below  may  be  combined  If  the  applicant 
80  desires. 

(2)  Do  not  Include  remuneration  paid  to 
a  partnership  to  which  any  director  or  officer 
was  a  partner,  but  see  paragraph  (e)  below. 


(b)  Furnish  the  following  Information  In 
substantially  the  tabular  form  Indicated  as 
to  all  annuity,  pension  or  retirement  benefits 
proposed  to  be  paid  to  the  following  persons 
In  the  event  of  retirement  at  their  normal 
retirement  dates  pursuant  to  any  existing 
plan  provided  or  contributed  to  by  the  appli¬ 
cant  or  any  of  its  subsidiaries: 

(1)  Each  director  or  officer  named  In  an¬ 
swer  to  paragraph  (a)(1),  naming  each  such 
person. 

(2)  All  directors  and  officers  of  the  appli¬ 
cant  as  a  group,  stating  the  number  of  per¬ 
sons  In  the  group  without  naming  them. 


(A)  (B)  (C) 

Nanicof  liidi-  Aiuomit  s<-t  aside  E.sliniaU'd  annual 
viduulorniim-  or  aci-rucd  iHMicflts  u|)on 

Ix'r  of  iXTsons  during  appli-  retirement 
in  group  cunt's  iust  tiseui 
year 


Instructions.  (1)  The  term  "plan”  In  this 
paragraph  and  In  paragraph  (c)  Includes  all 
plans,  contracts,  authorizations  or  arrang- 
ments,  whether  or  not  set  f(»th  In  any  formal 
document. 

(2)  Column  (B)  need  not  be  answered 
with  respect  to  payments  computed  on  an 
actuarial  basis  under  any  plan  which  provides 
for  fixed  benefits  In  the  event  of  retirement 
at  a  specified  number  of  years  of  service.  In 
such  case.  Coltimns  (A)  and  (C)  need  not 
be  answered  with  respect  to  directors  and 
officers  as  a  group. 

(3)  The  Information  called  for  by  Column 
(C)  may  be  given  In  the  form  of  a  table 
showing  the  annual  benefits  payable  upon 
retirement  to  persons  in  specified  salary 
classifications. 

(4)  In  the  case  of  any  plan  (other  than 
those  specified  In  Instruction  (2)  where  the 
amount  set  aside  each  year  depends  upon 
the  amount  of  earnings  of  the  applicant  or 
Its  subsidiaries  tor  such  year  or  a  pricM*  year, 
or  where  It  is  otherwise  Impracticable  to 
state  the  estimated  benefits  upon  retirement, 
there  shall  be  set  forth.  In  lieu  of  the  Infor¬ 
mation  called  for  by  Column  (C).  the  aggre¬ 
gate  amount  set  aside  or  accrued  to  date, 
unless  It  Is  impracticable  to  do  so.  In  which 
case  there  shall  be  stated  the  method  of  com¬ 
puting  such  benefits. 

(c)  Describe  briefly  all  remuneration  pay¬ 
ments  (other  than  payments  reported  In  (a) 
or  (b)  of  this  Item)  proposed  to  be  made 
in  the  future,  directly  or  Indirectly,  by  the 
applicant  or  any  of  Its  subsidiaries  pursuant 
to  any  existing  plan  or  arrangement  to  (1) 
each  director  or  officer  named  In  answer  to 
paragraph  (a)  (1),  naming  each  such  person, 
and  (11)  all  directors  and  officers  of  the  appli¬ 
cant  as  a  group  without  naming  them. 

Instruction.  Information  need  not  be  In¬ 
cluded  as  to  payments  to  be  made  for,  or 
benefits  to  be  received  from,  group  life  or 
accident  insurance,  group  hospitalization  or 
similar  group  payments  or  benefits.  If,  it  is 
Impracticable  to  state  the  amount  set  aside 
or  accrued  to  date  in  respect  of  such  pay¬ 
ments  shall  be  stated,  together  with  an  ex¬ 
planation  of  the  basis  for  future  payments. 

(d)  State  as  to  each  of  the  following  per¬ 
sons  who  was  indebted  to  the  applicant  or  Its 
subsidiaries  at  any  time  during  the  last  3 
years,  (1)  the  largest  aggregate  amount  of 
Indebtedness  and  the  nature  of  the  trans¬ 
action  In  which  It  was  Incurred,  (11)  the 
amount  thereof  outstanding  as  of  the  largest 
practicable  date,  and  (111)  the  annual  per¬ 
centage  rate  paid  or  charged  thereon  (as 
computed  under  12  CFR  Part  226) : 


FEDERAL  REGISTER,  VOL.  3$,  NO.  7— THURSDAY,  JANUARY  11,  1973 


PROPOSED  RULE  MAKING 


(1)  Each  director  and  officer  of  the  appli¬ 
cant;  and 

(2)  Any  relative  or  spouse  of  any  of  the 
foregoing  persons,  or  any  relative  of  such 
spouse,  who  has  the  same  home  as  such  per¬ 
son  or  who  Is  a  director  or  officer  of  any  sub¬ 
sidiary  of  the  applicant. 

Instructions.  ( 1 )  Include  the  name  of  each 
person  whose  Indebtedness  is  described  and 
the  nature  of  the  relationship  by  reason  of 
which  the  Information  is  required  to  be 
given. 

(2)  This  paragraph  does  not  apply  to 
amounts  due  a  person  for  ordinary  travel  and 
expen.se  advances  and  similar  transactions. 

(3)  If  the  loans  to  such  persons  (a)  are 
secured  by  a  first  Hen  on  a  single-family 

.  dwelling  owned  and  occupied  by  a  director 
or  officer  of  the  applicant  at  the  time  of  mak¬ 
ing  the  loan  and  such  loan  at  such  time  did 
not  exceed  the  amount  then  specified  in  sec¬ 
tion  5(c)  of  the  Home  Owners'  Loan  Act  of 
1933,  as  amended,  with  respect  to  single- 
family  dwellings  if  applicable  or  (b)  are 
fully  secured  by  a  savings  account,  and  if  the 
lender  is  the  applicant,  such  disclosure  may 
consist  of  a  statement,  if  such  is  the  ca.se, 
that  the  loans  to  such  persons  (i)  were  made 
in  the  ordinary  course  of  business,  (il)  were 
made  on  substantially  the  same  terms,  in¬ 
cluding  interest  rates  and  collateral,  as  those 
prevailing  at  the  time  for  comparable  trans¬ 
actions  with  other  persons,  and  (111)  did  not 
Involve  more  than  normal  risk  of  collectibil¬ 
ity  or  present  other  unfavorable  features. 

(4)  Computation  of  the  annual  percentage 
rate  under  paragraph  (d)  (111)  is  to  be  done 
as  though  12  CFR  Part  226  was  applicable  to 
the  transaction. 

(e)  Describe  briefly  any  transactions  dur¬ 
ing  or  since  the  applicant's  last  3  fiscal  years 
or  any  proposed  transactions,  to  which  the 
applicant  or  any  of  its  subsidiaries  was  or  is 
to  be  a  party,  in  which  any  of  the  following 
persons  had  or  is  to  have  a  direct  or  indirect 
material  Interest,  naming  such  person  and 
stating  his  relationship  to  the  applicant,  the 
nature  of  his  interest  in  the  transaction  and, 
where  practicable,  the  amount  of  such 
interest ; 

( 1 )  Any  director  or  officer  of  the  applicant; 

(2)  Any  relative  or  spouse  of  any  of  the 
foregoing  persons,  or  any  relative  of  such 
spoiise,  who  has  the  same  home  as  such  per¬ 
son  or  who  is  a  director  or  officer  of  any  sub¬ 
sidiary  of  the  applicant. 

Instructions.  1.  No  information  need  be 
given  in  response  to  this  Item  7(e)  as  to  any 
remuneration  or  other  transaction  reported 
in  response  to  Item  7  (a),  (b),  (c),  or  (d). 
or  as  to  any  transaction  with  respect  to 
which  information  may  be  omitted  pursuant 
to  instructions  relating  to  such  Items. 

2.  No  Information  need  be  given  in  answer 
to  this  Item  7(e)  as  to  any  transaction 
where — 

(a)  The  amount  involved  in  the  transac¬ 
tion  or  a  series  of  similar  transactions,  in¬ 
cluding  all  periodic  installments  in  the  case 
of  any  lease  or  other  agreement  providing 
for  periodic  payments  or  installments,  does 
not  exceed  $30,000;  or 

(b)  The  interest  of  the  specified  person 
arises  solely  from  the  ownership  of  savings 
accounts  of  the  applicant  and  the  specified 
person  receives  no  extra  or  special  benefit 
not  shared  on  a  pro  rata  basis  by  all  savings 
account  holders  as  a  class. 

3.  It  should  be  noted  that  this  Item  calls 
for  disclosure  of  indirect,  as  well  as  direct, 
material  interests  in  transactions.  A  person 
who  has  a  position  or  relationship  with  a 
Arm,  corporation,  or  other  entity,  which  en¬ 
gages  in  a  transaction  with  the  applicant  or 
its  subsidiaries  may  have  an  indirect  interest 
in  such  transaction  by  reason  of  such  posi¬ 
tion  or  relationship.  However,  a  person  shall 
be  deemed  not  to  have  a  material  indirect 


interest  in  a  transaction  within  the  meaning 
of  this  Item  7(e)  where — 

(a)  The  Interest  arises  only  (1)  from  such 
person's  position  as  a  director  of  another 
corporation  or  organization  (other  than  a 
partnership)  which  is  a  party  to  the  transac¬ 
tion,  or  (il)  from  the  direct  or  indirect 
ownership  by  such  person  and  all  other  per¬ 
sons  specified  in  subparagraphs  (1)  and  (2) 
of  paragraph  (e),  above,  in  the  aggregate,  of 
less  than  a  10  percent  equity  interest  in 
another  person  (other  than  a  partnership) 
which  is  a  party  to  the  transaction,  or  (ill) 
from  both  such  position  and  ownership; 

(b)  The  Interest  of  such  person  arises 
solely  from  the  holding  of  an  equity  interest 
(including  a  limited  partnership  interest  but 
excluding  a  general  partnership  interest)  or 
a  creditor  Interest  in  another  person  which 
is  a  party  to  the  transaction  with  the  appli¬ 
cant  or  any  of  its  subsidiaries  and  the  trans¬ 
action  is  not  material  to  such  other  person. 

4.  The  amount  of  the  interest  of  any  spec¬ 
ified  person  shall  be  computed  without  re¬ 
gard  to  the  amount  of  the  profit  or  loss  in¬ 
volved  in  the  transaction.  Where  it  is  not 
practicable  to  state  the  approximate  amount 
of  the  Interest,  the  approximate  amount  in- 
vcrived  in  the  transaction  shall  be  Indicated. 

5.  In  describing  any  transaction  involving 
the  purchase  or  sale  of  the  assets  to  the  pur¬ 
chaser  and,  if  acquired  by  the  seller  within 
2  years  prior  to  the  transaction,  the  cost 
thereof  to  the  seller. 

6.  The  foregoing  instructions  specify  cer¬ 
tain  transactions  and  Interests  as  to  which 
information  may  be  omitted  in  answering 
paragraph  (e)  of  this  item.  There  may  be 
situations  where,  although  the  foregoing  in¬ 
structions  do  not  expressly  authorize  non¬ 
disclosure,  the  interest  of  a  specified  person 
in  the  particular  transaction  or  series  of 
transactions  is  not  a  material  interest.  In 
that  case.  Information  regarding  such  inter¬ 
est  and  transaction  is  not  required  to  be  dis¬ 
closed  in  response  to  this  item. 

(f)  Describe  briefly  any  transactions  during 
or  since  the  applicant's  last  3  fiscal  years 
or  any  presently  proposed  transactions,  to 
which  any  pension,  retirement  or  similar 
plan  provided  by  the  applicant  or  any  of  its 
subsidiaries,  was  is  to  be  a  party,  in  which 
any  of  the  following  persons  had  or  is  to 
have  a  direct  or  Indirect  material  Interest, 
naming  such  person  and  stating  his  relation¬ 
ship  to  the  applicant,  the  nature  of  his  in¬ 
terest  in  the  transaction  and,  where  prac¬ 
ticable,  the  amount  of  such  interest: 

( 1 )  Any  director  or  officer  of  the  {q>plicant; 

(2)  Any  relative  or  spouse  of  any  of  the 
foregoing  persons,  or  any  relative  of  such 
spouse,  who  has  the  same  home  as  such 
person  or  who  is  a  director  or  officer  of  any 
subsidiary  of  the  applicant;  or 

(3)  The  applicant  or  any  of  its  subsidi¬ 
aries. 

Instructions.  1.  Instructions  2,  3,  4,  and  5 
to  Item  7(e)  shall  apply  to  this  Item  7(f). 

2.  Without  limiting  the  general  meaning 
of  the  term  "transaction"  there  shall  be  in¬ 
cluded  in  answer  to  this  Item  7(f)  any  re¬ 
muneration  received  or  any  loans  received 
or  outstanding  during  the  period,  or  proposed 
to  be  received. 

3.  No  information  need  be  given  in  answer 
to  this  paragraph  (f)  with  respect  to — 

(a)  Payments  to  the  plan,  or  payments  to 
beneficiaries,  pursuant  to  the  terms  of  the 
plan; 

(b)  Payment  of  remuneration  for  services 
not  in  excess  of  5  percent  of  the  aggregate 
remuneration  received  by  the  specified  p>er- 
son  during  the  applicant's  last  fiscal  year 
from  the  applicant  and  its  subsidiaries;  or 

(c)  Any  Interest  of  the  applicant  or  any 
of  its  subsidiaries  which  arises  solely  from 
its  general  Interest  in  the  success  of  the  plan. 

Item  8.  Business  of  the  applicant — (a) 
Organisation.  State  the  year  in  which  the 


applicant  was  organized  and  whether  its 
present  charter  was  issued  by  the  State  or 
Federal  Government.  Describe  briefly  any 
previous  conversion  of  the  applicant. 

(b)  Selected  statement  of  financial  condi¬ 
tion  and  other  items.  As  of  the  end  of  each 
of  the  periods  covered  by  the  statements  of 
operations  required  by  item  17(b)  (1)  and  as 
of  the  date  of  the  latest  statement  of  finan¬ 
cial  condition  required  by  item  17(a),  set 
forth  in  tabular  form  the  amounts  of  the 
following  items;  (1)  total  assets,  (2)  real 
estate  loans  outstanding,  (3)  savings  ac¬ 
counts,  (4)  advances  from  the  Federal  Home 
Loan  Bank,  (5)  other  borrowed  money,  if 
material,  (6)  net  worth  and  (7)  number  of 
offices  indicating  any  which  are  less  than  full 
service.  The  applicant  may  use  other  sub¬ 
stantially  similar  captions,  and  may  include 
other  items  such  as  number  of  real  estate 
loans  outstanding  and  number  of  savings 
accounts. 

(c)  Mergers  and  acquisitions.  Indicate  in 
tabular  form,  any  mergers,  bulk  purchase  of 
assets  and  similar  acquisitions  which  have 
occurred  in  the  periods  covered  by  statements 
of  operations  required  by  item  17(b).  With 
respect  to  each  such  acquisition,  give  names 
of  the  association  Involved,  its  location,  its 
total  assets  immediately  prior  to  such  acqui¬ 
sition,  the  number  of  offices  acquired,  the 
method  of  accounting  for  such  acquisition, 
and  any  excess  of  cost  over  the  net  assets 
acquired  (goodwill)  Included  in  the  latest 
balance  sheet.  The  information  provided  in 
this  section  should  be  referenced  to  any  ap¬ 
propriate  notes  to  the  financial  statements 
required  by  item  17. 

(d)  Lending  activities.  (1)  Describe  briefly 
applicable  regulations  (both  State  and  Fed¬ 
eral)  on  the  lending  activities  of  the  appli¬ 
cant  including  any  applicable  State  usury 
laws  or  any  other  Federal  or  State  laws 
affecting  mortgage  loan  Interest  rates.  De¬ 
scribe  the  applicant's  general  policy  concern¬ 
ing  loan  to  value  ratios.  Describe  briefly  the 
applicant's  customary  methods  of  obtaining 
loan  originations  such  as  the  use  of  loan  con¬ 
sultants  and  approval  of  security  properties 
and  use  of  a  loan  committee,  if  any.  Describe 
briefly  the  applicant's  policies  as  to  requiring 
title  Insurance  and  fire  and  casualty  insiir- 
ance  on  security  properties. 

(2)  As  of  the  end  of  the  periods  covered 
by  the  statements  of  operations  required  by 
item  17(b)(1)  and  as  of  the  date  of  the 
latest  statement  of  financial  condition  re¬ 
quired  by  item  17(a),  set  forth  in  tabular 
form  the  amount  and  percentage  of  the  loan 
portfolio  of  the  applicant  (i)  by  type  of  loan 
and  (U)  by  type  of  security. 

Instructions.  1.  For  the  classification  re¬ 
quired  by  subparagraph  (2)  (1) ,  separate  types 
of  loans  into  real  estate  loans  and  loans  for 
other  purposes.  Also,  separate  real  estate 
loans  into  conventional  loans  and  FHA-VA 
loans,  and  conventional  loans  shall  be  sep¬ 
arated' into  loans  for  construction,  loans  on 
existing  property  and  loans  refinanced. 

2.  For  the  classification  required  by  sub- 
paragraph  (2)(il),  type  of  security  shall  be 
separated  into  residential  and  other  types. 
Residential  loans  shall  be  separated  into 
single-family  dwellings,  two-to-four  family 
dwellings,  and  other  dwelling  units.  Also, 
indicate  any  material  classification  of  other 
loans  such  as  mobile  home  loans,  home  im¬ 
provement  loans,  home  equipping  loans, 
passbook  loans,  commercial  or  industrial 
loans,  and  undeveloped  land  loans. 

3.  For  each  of  the  periods  covered  by  the 
statements  of  operations  required  by  item 
17(b),  set  forth  in  tabular  form  the  amount 
for  each  period  of  (i)  loans  originated,  (11) 
loans  purchased,  (Hi)  loans  sold,  and  (iv) 
total  net  loan  activity.  Also  describe  briefly 
the  applicant’s  total  activity  as  of  the  date 
of  the  latest  statement  of  financial  condition 
required  by  item  17(a),  and  the  applicant’s 
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intended  future  activities  in  secondary  mort¬ 
gage  markets  including  transactions  with  the 
Federal  Home  Loan  Mortgage  C(H*poration, 
the  Federal  National  McHtgage  Association,  or 
mortgage  bankers.  If  significant.  Indicate 
loan  service  fee  Income  as  a  percentage  of 
gross  income  for  the  year  ended  as  of  the 
latest  statement  of  financial  condition  re¬ 
quired  by  Item  17(a). 

Instructions.  1.  For  the  classification  re¬ 
quired  by  subparagraph  (3)(1),  loans  orig¬ 
inated  shall  be  separated  Into  real  estate 
loans,  loans  for  other  purposes,  and  total 
loans  originated.  Real  estate  loans  shall  be 
further  separated  Into  conventional  loans  and 
FHA-VA  loans,  and  conventional  loans  shall 
be  separated  Into  loaiis  for  construction, 
loans  on  existing  property,  and  loans 
refinanced. 

2.  For  the  classification  required  by  sub- 
paragraph  (3)  (11).  loans  purchased  shall  be 
separated  Into  real  estate  loans,  loans  for 
other  purposes,  and  total  loans  purchased. 
Real  estate  loans  shall  be  further  separated 
into  conventional  loans  and  FHA-VA  loans, 

3.  For  the  classification  required  by  sub- 
paragraph  (3)  (ill),  loans  sold  shall  be 
separated  into  whole  loans,  participation 
loans,  and  total  loans  sold. 

4.  For  the  classification  required  by  sub- 
paragraph  (3)(iv),  total  net  loan  activity 
nT<a.n  be  equal  to  total  loans  originated  plus 
total  loans  piu'chased  mlntis  total  loans 
sold. 

(4)  As  to  the  lending  area  of  the  applicant, 
describe  briefly  (1)  the  lending  area  restric¬ 
tions  applicable  to  the  applicant,  (11)  the 
areas  In  which  the  applicant  normally  lends 
and  areas  In  which  it  has  a  policy  not  to 
lend,  and  (111)  any  material  loan  concentra¬ 
tion  areas  of  the  applicant.  Such  descriptions 
may  Include  a  map  Illustrating  one  or  more 
Off  these  areas.  Furnish  an  estimate  of  the 
housing  vacancy  rates  In  areas  where  the 
ai^licant's  loan  concentrations  are  located, 
if  practicable. 

(6)  Describe  briefly  the  general  long  term 
nature  of  investment  in  mortgage  loans  and 
the  consequent  effect  upon  the  earnings 
spread  of  savings  and  loan  associations.  State 
the  normal  maturity  of  loans  made  by  the 
applicant  on  the  security  of  slngle-fsunily 
dwellings  and  furnish  an  estimate  as  to  the 
average  length  of  time  such  loans  are  out¬ 
standing. 

(6)  As  of  the  end  of  each  of  the  periods 
covered  by  the  statements  of  operations  re¬ 
quired  by  Item  17(b)  (1)  and  as  of  the  date 
of  the  latest  statement  of  financial  condi¬ 
tion  lequired  by  Item  17(a),  set  forth  Ifi 
tabular  form,  excluding  origination  fees,  dis- 
coimts  and  premiums  on  real  estate  loans 
originated,  the  following;  (1)  weighted  aver¬ 
age  of  rettim  on  loans  originated  and  pxu*- 
<^iased  during  each  period,  (11)  weighted 
average  rate  of  return  on  loans  held  at  the 
end  of  eckfii  period,  (111)  weighted  average 
Interest  cost  of  savings  at  the  end  of  each 
period,  (Iv)  weights  average  Interest  cost 
of  Federal  Home  Loan  Bank  advances  and 
other  borrowings  during  the  period,  (v)  total 
weighted  average  Interest  cost  of  savings 
and  borrowings  for  the  period  (the  total  of 
(ill)  and  (Iv)),  and  (vl)  the  gross  margin 
((11)  minus  (V) ). 

Instruction.  As  an  example  of  the  calcula¬ 
tion  of  the  weighted  average  rate,  the  fol¬ 
lowing  method  should  be  used  to  calculate 
the  weighted  average  interest  rate  on  savings: 

1.  Determine  the  percentage  of  total  sav¬ 
ings  r^resented  by  each  type  of  savings  In¬ 
strument, 

2.  Multiply  these  percentages  by  the  con¬ 
tractual  Interest  rate  the  apjfilcant  is  com¬ 
mitted  to  pay  on  such  Instruments. 

3.  The  resulting  percentages  are  then 
totaled,  giving  the  weighted  rate. 


(7)  As  of  the  end  of  each  of  the  periods 
covered  by  the  statements  of  operations  re¬ 
quired  by  Item  17(b)  (1)  and  as  of  the  date 
of  the  latest  statement  of  financial  condi¬ 
tion  required  by  Item  17(a),  set  forth  in 
tabular  form  loan  origination  fees  charged  to 
borrowers  expressed  as  a  percentag''  of  the 
total  amount  of  loans  originated. 

(8)  Describe  briefiy  the  applicant's  method 
of  loan  origination  fee  and  discount  amor¬ 
tization  and  the  total  of  such  balances  de¬ 
ferred  by  the  applicant  as  of  the  date  of  the 
latest  statement  of  financial  condition  re¬ 
quired  by  Item  17(a).  Describe  briefiy  the 
volatile  nature  of  loan  fee  Income. 

(9)  Describe  briefly  the  regulatory  classifi¬ 
cations  of  scheduled  items  and  the  appli¬ 
cant's  custcMnary  procedures  regarding 
delinquent  loans.  As  of  the  end  of  each  of 
the  periods  covered  by  the  statements  of 
operations  required  by  Item  17(b)(1) 
and  as  of  the  date  of  the  latest  statement 
of  financial  condition  required  by  Item  17  (a) , 
set  forth  in  tabular  form  the  amounts  and 
categories  (slow  loans,  real  estate  owned, 
loans  to  facilitate,  and  others)  of  scheduled 
items  and  the  ratio  of  such  scheduled  items 
to  specified  assets  and  to  total  assets.  Where 
real  estate  owned  is  a  significant  portion  of 
scheduled  items,  include  a  brief  description 
of  the  major  properties  Included  therein  and 
a  statement  as  to  the  applicant's  probable 
loss,  if  any.  upon  disposition  of  such  proper¬ 
ties. 

(e)  Savings  activities.  (1)  As  of  the  date 
of  the  latest  statement  of  financial  condi¬ 
tion  required  by  Item  17(a),  set  forth  in 
tabular  form  the  amounts  and  percentages 
of  savings  accounts  by  categories  of  interest 
rate.  As  to  certificates  of  deposit,  indicate 
the  term  and  minimum  balances  required 
lor  each.  As  of  the  date  of  the  latest  state¬ 
ment  of  financial  condition  required  by  Item 
17(a) ,  also  set  forth  in  tabular  form  the 
amounts  of  such  certificates  maturing  by 
quarter  for  each  of  the  subsequent  five 
quarters  and  the  total  maturing  thereafter, 
the  percentage  of  such  amounts  to  total 
savings. 

(2)  Describe  the  applicant’s  methods  of 
computing  and  paying  interest  for  both  pass¬ 
book  savings  accounts  and  certificates  of  de¬ 
posit.  State  that  the  maximum  rate  of  inter¬ 
est  which  the  iqiplicant  may  pay  is  estab¬ 
lished  by  the  Board.  State  that  in  the  event 
of  liquidation  of  the  applicant  after  conver¬ 
sion,  savings  account  holders  will  be  en¬ 
titled  to  full  payment  of  their  accounts  prior 
to  payment  to  stockholders.  Also,  indicate 
the  percentage  of  total  savings  accounts 
which  are  from  out-of-state  sources,  if  such 
total  is  significant. 

(f)  Insurance  of  accounts.  (1)  Describe 
briefiy  insurance  of  accounts  and  the  gen¬ 
eral  regulatory  authority  of  the  Corpora- 
"tion. 

(2)  Describe  the  Federal  insurance  reserve 
requirements,  the  results  of  failure  to  meet 
those  requirements,  and  the  applicant’s  Fed¬ 
eral  Insurance  reserve  account  position  in  re¬ 
lation  to  those  requirements.  Also  describe 
the  annual  insurance  premium  payment  and 
prepayment  requirements. 

(g)  Federal  Home  Loan  Bank  System.  (1) 
Describe  briefly  the  Federal  Home  Loan  Bank 
System  and  state  that  the  applicant  is  a 
member.  Such  description  shall  Include  (i) 
limitations  on  borrowings,  (ii)  recent  loan 
policies  of  the  applicant's  Federal  Home 
Loan  Bank  and  current  interest  rates,  and 
(iii)  Federal  Home  Loan  Bank  stock  pur¬ 
chase  requirements  and  the  applicant's  po¬ 
sition  with  respect  to  those  requirements. 

(2)  Describe  briefly  applicable  liquidity  re¬ 
quirements  under  section  5A  of  the  Fed¬ 
eral  Home  Loan  Bank  Act,  as  amended,  the 
regulations  thereunder,  and  State  law.  State 


the  applicant's  position  with  respect  to  those 
requirements. 

(h)  State  Savings  and  Loan  Association 
Law.  Describe  briefly  applicable  provisions  of 
State  law  which  have  a  material  effect  on 
the  business  of  the  applicant. 

(i)  Federal  and  State  taxation.  Describe 
briefly  the  Federal  income  tax  laws  appli¬ 
cable  to  the  applicant  including  (1)  permis¬ 
sible  bad  debt  reserves,  (2)  the  applicant’s 
position  with  respect  to  the  maximum  bad 
debt  reserve  limitations  as  of  the  date  of 
the  latest  statement  of  financial  condition 
required  under  Item  17(a),  (3)  future  in¬ 
creases  in  the  effective  income  tax  rate,  (4) 
the  date  through  which  the  applicant's  Fed¬ 
eral  income  tax  retiuns  have  been  audited 
by  the  Internal  Revenue  Service,  and  (5) 
the  tax  effect  to  the  applicant  of  the  pay¬ 
ment  of  cash  dividends  on  capital  stock  of 
the  applicant  after  conversion.  Also  describe 
briefly  the  State  taxation  of  the  applicant. 

(j)  Competition.  Describe  the  material 
sources  of  competition  for  savings  and  loan 
associations  generally  and  indicate  to  the 
extent  practicable  the  applicant’s  position 
in  its  prlncpal  lending  and  savings  markets. 

(k)  Office  and  other  material  properties. 

(1)  Furnish  the  location  of  the  applicant’s 
home  office  and  each  existing  and  approved 
branch  office  and  other  office  facilities  (such 
as  mobile  or  satellite  offices) .  State  the  total 
net  book  value  of  all  such  ofiBoes  as  of  the 
date  of  the  latest  statement  of  financial  con¬ 
dition  required  by  Item  17(a).  If  any  such 
office  is  leased,  state  the  expiration  dates  of 
such  leases. 

(2)  Describe  briefly  undeveloped  land 
owned  by  the  applicant,  including  location, 
net  book  value,  and  prospective  use  and 
holding  period.  If  the  applicant  or  a  subsidi¬ 
ary  owns  or  leases  electronic  data  processing 
equipment  principally  for  its  own  use,  de¬ 
scribe  briefly  such  equipment  indicating  net 
book  value  if  owned  or  the  principal  lease 
terms  if  leased. 

(l)  Employees.  State  the  number  of  per> 
sons  employed  fulltime  by  the  applicant  in¬ 
cluding  executive  officers  listed  under  Item 
6.  State  whether  employes  are  represented 
by  a  collective  bargaining  group  and  whether 
the  applicant’s  relations  with  its  employees 
is  satisfactory.  Describe  briefly  any  loans, 
profit  sharing,  retirement,  medical,  hospitali¬ 
zation  or  other  remuneration  plans  provided 
for  employees  not  already  included  pur¬ 
suant  to  Item  7. 

(m)  Service  corporations.  Describe  briefly 
the  applicant's  Investment  in  any  subsidiary 
and  the  nmjor  lines  of  business  (including 
any  joint  ventures)  of  the  subsidiary  which 
are  material  to  its  operations. 

(n)  Pending  legal  proceedings.  Briefly 
describe  any  material  pending  legal  pro¬ 
ceedings,  other  than  ordinary  routine  liti¬ 
gation  incidental  to  the  business,  to  which 
the  applicant  or  any  of  its  subsidiaries 
is  a  party  or  of  which  any  of  their  prop¬ 
erty  is  the  subject.  Include  the  name  of 
the  court  or  agency  in  which  the  proceed¬ 
ings  are  pending,  the  date  Instituted,  the 
principal  parties  thereto,  a  description  of 
the  factual  basis  alleged  to  underly  the 
proceeding  and  the  relief  sought.  Include 
similar  Information  as  to  any  such  proceed¬ 
ings  known  to  be  contemplated  by  govern¬ 
mental  authorities. 

(o)  Additional  information.  The  Corpora¬ 
tion  may,  upon  the  request  of  the  appli¬ 
cant,  and  where  consistent  with  the  protec¬ 
tion  of  eligible  account  holders  and  others, 
permit  the  omission  of  any  of  the  informa¬ 
tion  required  by  this  item  or  the  furnishing 
in  substitution  therefOT  of  appropriate  in¬ 
formation  of  comparable  character.  The 
Corporation  may  also  require  the  funlshlng 
of  other  information  in  addition  to,  or 
in  substitution  for,  the  information  required 
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by  this  item  In  any  case  where  such  Infor¬ 
mation  Is  necessary  or  appropriate  for  an 
adequate  description  of  the  applicant’s  busi¬ 
ness  done  or  intended  to  be  done. 

Item  9.  Description  ot  the  applicant’s  plan 
of  conversion,  (a)  The  following  statement 
shall  be  Inserted  In  the  proxy  and  Informa¬ 
tion  statement  Immediately  preceding  the 
information  required  by  this  Item:  “The 
Federal  Home  Loan  Bank  Board  (FHLBB) 
has  given  preliminary  approval  to  this  plan 
of  conversion.  However,  the  FHLBB  pre¬ 
liminary  approval  does  not  constitute  a  rec¬ 
ommendation  or  endorsement  of  this  plan. 
Final  approval  of  this  plan  will  not  be  given 
by  the  FHIjBB  unless  at  least  two-thirds  of 
the  outstanding  votes  of  the  association’s 
members  are  cast  for  this  plan.” 

(b)  ’The  proxy  and  Information  statement 
shall  contain  a  description  of  the  applicant’s 
plan  of  conversion.  Such  description  shall 
contain  the  information  required  by  para¬ 
graphs  (c)  through  (h)  of  this  Item  and 
such  additional  information  as  may  be  nec¬ 
essary  to  accurately  describe  the  material 
provisions  of  the  plan. 

(c)  Briefly  describe  the  effects  of  conver¬ 
sion  from  a  mutual  association  to  a  stock 
association  including  the  following  informa¬ 
tion:  (1)  Describe  the  ownership  Interest  of 
a  savings  member  of  a  mutual  association 
and  state  that  the  purpose  of  the  plan  is  to 
preserve  that  ownership  Interest  on  an  equi¬ 
table  basis  in  conjunction  with  converting 
the  applicant  to  a  stock  Institution;  (2) 
state  that  savings  accounts  of  the  applicant 
will  not  be  affected  by  the  conversion  with 
respect  to  such  matters  as  balances  in  the 
accounts  and  the  extent  of  FSLIC  insurance 
of  savings  accounts;  (3)  state  whether  sav¬ 
ings  and  borrowing  members  of  the  appli¬ 
cant  will  continue  to  have  voting  rights  in 
the  applicant  after  conversion,  and  describe 
the  voting  rights  they  will  have;  (4)  state 
that  the  rights  and  obligations  of  borrow¬ 
ers  from  the  applicant  will  not  be  changed 
in  any  manner;  (5)  state  that  capital  stock 
issued  by  the  applicant  will  not  be  insured 
by  the  Corporation;  (6)  state  that  none  of 
the  assets  of  the  applicant  will  be  distributed 
in  order  to  effect  the  conversion  other  than 
to  pay  expenses  incident  thereto;  (7)  state 
briefly  the  reasons  why  management  is  rec¬ 
ommending  the  conversion,  including  any 
advantages  to  the  community  served  by  the 
applicant. 

(d)  With  respect  to  the  determination, 
valuation  and  distribution  of  the  ownership 
of  eligible  account  holders,  furnish  the  fol¬ 
lowing  information; 

(1)  State  (1)  the  record  date(s)  or  record 
period (s)  for  determining  the  savings  ac¬ 
count  holders  eligible  to  receive  a  distribu¬ 
tion  of  the  ownership  interest,  and  (11)  the 
formula  used  to  determine  the  pro-rata 
ownership  interest  for  each  eligible  account 
holder. 

(2)  As  to  the  valuation  of  the  ownership 
interest  of  eligible  account  holders,  (i)  de¬ 
scribe  briefly  the  results  of  the  appraisal  of 
the  association  made  by  an  independent  ap¬ 
praiser,  (11)  as  of  the  end  of  each  of  the  pe¬ 
riods  covered  by  the  profit  and  lo.ss  state¬ 
ments  required  by  Item  17(b)  (1)  and  as  of 
the  date  of  the  latest  balance  sheet  required 
by  Item  17(a),  set  forth  in  tabular  form 
the  earnings  per  share  of  capital  stock  rep¬ 
resenting  the  ownership  interest  of  eligible 
account  holders  on  a  pro-forma  basis,  and 
(ill)  as  of  the  date  of  the  latest  balance 
sheet  required  by  Item  17(a),  state  the  book 
value  per  share  of  capital  stock  representing 
the  ownership  Interest  of  eligible  account 
holders  on  a  pro-forma  basis. 

(3)  If  capital  stock  is  to  be  distributed,  or 
is  to  be  distributable,  to  eligible  account 
holders,  (1)  state  to  what  extent  fractional 
shares  will  be  computed  (l.e.,  tenths,  hun- 
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dredths,  etc.) ,  that  fractional  shares  will  not 
be  Issued,  and  what  provision  will  be  made 
for  disposition  of  fractional  share  Interests 
on  behalf  of  eligible  account  holders,  (11) 
state  the  minimum  number  of  shares  which 
will  be  issued  and  describe  the  provision  un¬ 
der  which  eligible  account  holders  will  be 
entitled  to  purchase  additional  shares  to 
reach  the  minimum,  or  to  sell  allocated 
shares  less  than  the  minimum,  and  (iii)  fur¬ 
nish  an  example  of  the  computation  of  the 
capital  stock  entitlement  to  a  hypothetical 
eligible  account  bolder. 

(4)  If  rights  or  warrants  to  purchase  capi¬ 
tal  stock  are  to  be  distributed,  or  are  to  be 
distributable,  to  eligible  account  holders,  (i) 
furnish  the  information  called  for  by  sub- 
paragraph  (3)  above,  (11)  describe  in  detail 
the  nature  of  such  rights  or  warrants  in¬ 
cluding  such  matters  as  transferability  and 
expiration,  (ill)  state  the  price  at  which  the 
rights  or  warrants  may  be  exercised,  and  (iv) 
describe  briefly  the  reasons  for  using  rights 
or  warrants. 

(6)  In  addition  to  the  Information  fur¬ 
nished  under  paragraph  (d),  (1)  describe 
briefly  the  use  of  the  order  forms  which  are 
enclosed  with  the  proxy  and  information 
statement  or  which  will  be  mailed  to  eligible 
account  holders  at  a  later  date,  (2)  describe 
to  the  extent  practicable  present  manage¬ 
ment  intentions  with  respect  to  listing  the 
capital  stock  on  an  exchange  or  otherwise 
providing  a  market  for  the  purchase  and 
sale  of  the  capital  stock  in  the  future,  (3) 
describe  briefly  the  tax  effect  of  the  con¬ 
version  both  to  the  applicant  and  to  eligible 
account  holders,  and  (4)  state  that  the  plan 
of  conversion  as  approved  by  the  Corpora¬ 
tion  is  attached  as  an  exhibit  to  the  proxy 
and  information  statement  and  should  be 
consulted  for  further  information. 

(f)  If  the  applicant  proposes  at  or  shortly 
after  the  time  of  conversion  to  issue  capital 
stock  in  addition  to  the  capital  stock  repre¬ 
senting  the  ownership  interest  of  eligible 
account  holders,  ( 1 )  state  the  number  of  ad¬ 
ditional  shares  which  will  be  offered  and 
state  the  expected  price  or  price  range  of 
such  additional  shares  or  how  that  price 
will  be  determined,  (2)  state  whether  such 
additional  capital  stock  will  be  offered  on  a 
preferential  basis  to  eligible  account  holders 
and  other  members,  and  describe  the  terms 
of  the  offer,  and  (3)  describe  the  dilution 
of  the  ownership  interest  of  eligible  ac¬ 
count  holders  as  a  result  of  issuing  such 
additional  shares. 

(g)  If  in  connection  with  making  a  mar¬ 
ket  for  capital  stock,  rights,  or  warrants  to 
be  distributed,  or  for  additional  capital 
stock,  directors  and  officers  of  the  applicant 
and  their  associates,  intend  to  purchase  as  a 
group  or  individually  more  than  5  percent  of 
the  total  capital  stock  to  be  outstanding, 
state  the  price  per  share  that  will  be  paid 
and  set  forth  in  tabular  form  the  name  of 
each  such  purchaser,  his  position  or  relation¬ 
ship  with  the  applicant,  and  the  number  of 
shares  he  Intends  to  purchase. 

(h)  Furnish  the  following  Information  in 
substantially  the  tabular  form  indicated  be¬ 
low  as  to  capital  stock  representing  the 
ownership  Interest  of  eligible  accounthold- 
ers  to  be  allocated  to  the  directors  and  of¬ 
ficers  of  the  applicant,  in  their  capacities  as 
eligible  accountholders,  under  the  plan  of 
conversion; 

(1)  As  to  each  director  and  officer  named 
in  Item  7(a)(1),  name  him,  state  his  posi¬ 
tion,  and  state  the  number  of  shares  al¬ 
located  to  him. 

(2)  As  to  any  director  or  officer  not  named 
in  Item  7(a)(1)  but  who  will  be  aUocated 
100  shares  or  more,  name  him,  state  his  posi¬ 
tion,  and  state  the  number  of  shares  to  be 
allocated  to  him. 
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(3)  State  the  nmnber  of  shares  to  be  al¬ 
located  to  all  directors  and  officers  of  the 
applicant  as  a  group,  stating  the  number  of 
persons  in  the  group  without  naming  them. 


(A)  (B)  (C) 

Name  of  individual  Positions  hi.ld  Total  sllar<■^  to 
or  nuinlier  of  [st-  in  association  t>c  atlix’atod 
sons  in  in'oup 


Item  10.  Description  of  capital  stock.  Fur¬ 
nish  the  following  Information  concerning 
the  capital  stock  of  the  applicant  to  be  is¬ 
sued  upon  conversion; 

(a)  Outline  briefly  (1)  dividend  rights  and 
restrictions;  (2)  voting  rights;  (3)  liquida¬ 
tion  rights;  (4)  preemptive  rights;  (5)  liabil¬ 
ity  to  further  calls  or  to  assessment  by  the 
applicant;  and  (6)  other  material  provisions. 

(b)  If  the  rights  of  holders  of  such  capital 
stock  may  be  modified  otherwise  than  by  a 
vote  of  a  majority  or  more  of  the  capital 
stock  outstanding,  voting  as  a  class,  so  state 
and  explain  briefly. 

(c)  Outline  briefly  any  restrictions  on  the 
repurchase  or  redemption  of  capital  stock, 
or  any  part  thereof,  by  the  applicant. 

Instructions.  1.  This  item  requires  only  a 
brief  summary  of  the  provisions  which  are 
pertinent  from  an  investment  standpoint.  A 
complete  legal  description  of  the  provisions 
referred  to  is  not  required  and  should  not 
be  given.  Do  not  set  forth  the  provisions  of 
the  governing  instruments  verbatim;  only  a 
succinct  resume  Is  required. 

2.  If  the  rights  evidenced  by  the  capital 
stock  will  be  materially  limited  or  qualified 
by  the  rights  of  savings  account  holders  or 
borrowers,  include  such  information  re¬ 
garding  such  limitation  or  qualification  as 
will  enable  Investors  to  understand  the 
rights  evidenced  by  the  capital  stock. 

Item  11.  Opposition  to  the  plan  of  con¬ 
version.  (a)  If  any  association  member  fur¬ 
nishes  to  the  applicant  within  10  days  after 
publication  ot  notice  of  filing  for  preliminary 
approval  under  { 563b.4(c)  a  statement  in 
opposition  to  the  applicant’s  plan  of  conver¬ 
sion,  or  any  part  thereof,  the  applicant,  upon 
the  written  request  of  the  association  mem¬ 
ber,  shall  Include  such  statement  in  its  proxy 
and  information  statement.  Any  statement 
In  opposition  so  included  by  the  applicant 
need  not  be  longer  than  100  words  exclusive 
of  the  name  and  address  of  the  associa¬ 
tion  member  or  members  who  furnished  such 
statement. 

(b)  The  proxy  and  information  statement 
shall  either  Include  the  name  and  address  of 
the  association  member  who  submitted  the 
statement  in  opposition  or  state  that  such 
Information  will  be  furnished  by  the  appli¬ 
cant,  orally  or  in  writing  as  requested, 
promptly  upon  receipt  of  any  oral  or  writ¬ 
ten  request  therefor.  If  the  name  and  address 
is  omitted  from  the  proxy  and  information 
statement,  it  shall  be  furnished  to  the  Cor¬ 
poration  at  the  time  of  filing  the  preliminary 
proxy  and  information  statement  with  the 
appre^riate  application  for  preliminary  ap¬ 
proval,  or  as  an  amendment  thereto. 

(c) (1)  ’The  applicant  shall  not  include  in 
its  proxy  and  information  statement  any 
statement  in  opposition  which,  if  imple¬ 
mented,  would  have  the  result  of  causing  the 
applicant’s  plan  of  conversion  to  violate  any 
applicable  State  or  Federal  law  or  regulation, 
(ii)  ’The  applicant  may  omit  any  statement 
in  opposition  with  the  prior  approval  of  the 
Corporation,  (ill)  The  applicant  may  com¬ 
bine  statements  in  exposition  which  are  sub¬ 
stantially  similar. 

(d)  The  applicant  may  set  forth  a  response 
to  any  statement  in  opposition  included  in 
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the  proxy  and  Information  statement  pursu¬ 
ant  to  paragraph  (a)  of  this  Item. 

(e)  Neither  the  i^plicant  nor  Its  manage¬ 
ment  shall  be  re^Mnslble  for  any  statement 
In  exposition  Included  in  the  proxy  and  in¬ 
formation  statement,  and  a  statement  to  that 


infm-mation  statement  immediately  after  the 
statements  in  opposition  included  pursuant 
to  paragraph  (a)  of  this  item. 

Item  12.  Capitalization.  Set  forth  in  sub¬ 
stantially  the  tabular  form  indicated  below 
the  dollar  amounts  of  the  of 


effect  shall  be  set 

forth  in  the 

proxy  and 

the  applicant: 

(A) 

(B) 

(C) 

(L>) 

(E) 

Capitalization 
as  of  latest 
balance  sheet 
date 

Adjustments  as 
a  result  of 
conversion 

Pro-forma 
capitalization 
after  giving 
effect  to  tlie 
conversion 

Adjustments 
fur  additional 
stock  (if 
applicable) 

Capitalization 
after  issuance 
of  additional 
stock  (If 
applicable) 

s  _ 

..  s _ 

...  S _ 

-  S _ 

_  t  _ 

3.  SulKirdlnated  debt 

securities...-. . . . . . . . 

4.  Other  borrow Itigs . . . 

6.  Capital  stock . 

6.  PaJd  in  capital . 

7.  Federal  Insurance 

8.  Other  reserves  and 
undivided  profits 

9.  Total . 

/(Mfrnrtion.— With  rpsi>cct  to  capital  stock,  indicate  in  tlie  table  at  in  a  footnote  the  total  number  of  shares  to  bo 
autliorired,  the  par  or  stated  value  of  such  shares,  the  number  of  shares  to  be  ls.sued  as  jiiut  of  the  conversion  and  tlie 
number  of  additional  shares,  if  any,  to  be  issued. 


Item  13.  Vse  of  proceeds.  If  in  connection 
with  the  conversion  the  applicant  will  issue 
securities  for  cash,  state  the  principal  pur¬ 
poses  for  which  the  net  proceeds  to  the  ap¬ 
plicant  from  such  securities  are  Intended  to 
be  used  and  the  approximate  amount  for 
each  such  purpose. 

Instruction.  Details  of  proposed  expendi¬ 
tures  are  not  to  be  given.  There  need  be 
furnished,  for  example,  only  a  brief  state¬ 
ment  of  any  activity  of  the  applicant  which 
will  be  affected  materially  by  availability  ot 
the  proceeds. 

Item  14.  Options,  warrants,  or  rights.  If 
action  is  to  be  taken  with  respect  to  the 
granting  to  directors,  officers  and  employees 
of  any  options,  warrants  or  rights  to  pur¬ 
chase  capital  stock  of  the  converted  asso¬ 
ciation  to  take  effect  after  conversion,  furnish 
the  following  information: 

(a)  State  (1)  the  title  and  amount  of 
securities  to  be  called  for  by  such  options, 
warrants  or  rights:  (2)  the  prices,  expira¬ 
tion  dates,  and  other  material  conditions 
upon  which  the  options,  warrants  cw  rights 
may  be  exercised;  (3)  the  consideration  to 
be  received  by  the  converted  association  for 
the  granting  of  the  options,  warrants  or 
rights;  and  (4)  in  the  case  of  options,  the 
Federal  income  tax  consequences  of  the  is¬ 
suance  and  exercise  of  such  options  to  the 
recipient  and  to  the  converted  association. 

(b)  State  separately  the  amount  of  op¬ 
tions,  warrants  or  rights  to  be  received  by 
the  following  persons,  naming  each  such 
person;  (i)  each  director  or  officer  named  in 
answer  to  Item  7(a);  (2)  each  associate  of 
such  directors  or  officers;  and  (3)  each  other 
person  who  Is  to  receive  five  percent  or  more 
of  such  (xtions,  warrants  or  rights  to  be 
received  by  all  directors  and  officers  of  the 
converted  association  as  a  group,  without 
naming  them. 

(c)  Furnish  such  Information,  in  addi¬ 
tion  to  that  required  by  Item  7,  as  may  be 
necessary  to  describe  adequately  the  provi¬ 
sions  already  made  pursuant  to  all  bonus, 
profit  sharing,  pension,  retirement,  deferred 
compensation  or  other  remuneration  or  in¬ 
centive  plans,  now  in  effect  or  in  effect  with¬ 
in  the  past  five  years,  fw  (i)  each  director 
or  officer  named  in  answer  to  Item  7(a) 
who  may  participate  in  the  plan  to  be  acted 
upon;  (U)  all  directors  and  officers  of  the 
applicant  as  a  group.  If  any  director  or  offi¬ 
cer  may  participate  In  the  plan,  and  (ill) 
all  employees.  If  employees  may  participate 
In  the  plan. 


Instructions.  1.  The  term  "plan”  as  used 
in  this  Item  means  any  plan  as  defined  in 
Instruction  1  to  Item  7(b). 

2.  Paragraphs  (b)  and  (c)  do  not  apply 
to  warrants  or  rights  to  be  Issued  to  stock¬ 
holders  of  the  converted  association  as  such 
on  a  prorata  basis. 

3.  If  the  options  described  in  answer  to 
this  Item  are  to  be  issued  pursuant  to  a 
plan  which  is  set  fOTth  in  a  written  docu¬ 
ment,  three  copies  of  such  documents  are  to 
be  filed  at  the  time  the  proxy  statement  and 
form  of  proxy  are  filed  with  the  appropriate 
form  for  preliminary  approval. 

Item  15.  New  charter,  bylaws  or  other 
documents.  Describe  brlefiy  any  material  dif¬ 
ferences  between  the  provisions  of  existing 
charter,  bylaws  and  any  similar  documents 
of  the  applicant  and  those  which  will  take 
effect  after  conversion. 

Instructions.  This  Item  requires  only  a 
brief  summary  of  the  provisions  which  are 
pertinent  from  both  an  Investment  stand- 
pyoint  and  a  voting  standpoint.  A  complete 
legal  description  of  the  provisions  referred 
to  is  not  required  and  should  not  be  given. 
Do  not  set  forth  the  provisions  verbatim; 
only  a  succinct  resume  is  required. 

Item  16.  Other  matters,  (a)  State  condi¬ 
tions  under  which  the  applicant  will  be  re¬ 
quired  to  register  its  capital  stock  \mder  the 
Securities  Exchange  Act  of  1934,  as  amended, 
and  that  upon  such  registration  the  appli¬ 
cant  will  be  subject  to  the  proxy  rules,  in¬ 
sider  trading  restrictions,  reporting,  and 
other  requirements  of  that  Act. 

(b)  Describe  briefly  the  general  terms  and 
effect  of  the  agreements  executed  by  direc¬ 
tors  and  officers  of  the  applicant  pursuant 
to  section  663b.5  ( h ) . 

Instruction,  nie  instruction  to  Item  15 
applies  to  paragraph  (b)  of  this  Item. 

Item  17.  Financial  statements. 

Note:  1.  The  following  Instructions  spec¬ 
ify  the  statements  of  financial  condition, 
the  statement  of  operations  and  statements 
of  stockholders’  equity  required  to  be  in¬ 
cluded  in  the  proxy  and  information  state¬ 
ment.  Section  563b.7  governs  the  certifica¬ 
tion,  form  and  content  of  such  financial 
statements  including  the  basis  of  consolida¬ 
tion. 

2.  If  the  applicant  has  previously  used  an 
audit  period  in  connection  with  Its  certified 
financial  statements  which  does  not  coincide 
with  Its  fiscal  year,  such  audit  period  may  be 
used  In  place  of  any  fiscal  year  requirement 
provided  It  covers  a  full  12  months'  opera¬ 


tions  and  is  used  consistently.  The  Board  un¬ 
derstands  that  this  procedure  Is  also  accept¬ 
able  to  the  Securities  and  Exchange  Com¬ 
mission  In  fulfilling  the  requirements  of  the 
Commission’s  Form  10  for  registration  of  the 
applicant’s  capital  stock  under  section  12(g) 
of  the  Securities  Exchange  Act  of  1034. 

(a)  Statements  of  financial  condition  of 
the  applicant.  (1)  Furnish  a  certified  state¬ 
ment  of  financial  condition  as  of  the  close  of 
the  applicant’s  latest  fiscal  year.  (2)  If  the 
statement  furnished  under  ( 1 )  is  in  excess  of 
120  days  from  the  date  of  filing  for  prelimi¬ 
nary  approval,  furnish  an  additional  state¬ 
ment  of  financial  condition  as  of  a  date 
within  120  days  of  such  filing.  This  addi¬ 
tional  statement  need  not  be  certified. 

Instruction.  The  capital  section  of  the 
statements  of  financial  condition  should  give 
retroactive  effect  for  the  stock  to  be  issued 
to  eligible  account  holders  In  connection 
with  the  conversion.  If  practicable,  with  an 
explanation  of  the  financial  statement  Im¬ 
plications  of  the  plan  in  a  separate  footnote. 

(b)  Statements  of  operations  and  state¬ 
ments  of  stockholders’  equity.  Furnish  in 
comparative  columnar  form  statements  of 
operations  and  statements  of  stockholders’ 
equity  of  the  applicant  (1)  for  each  of  the 
5  fiscal  years  preceding  the  date  of  the  state¬ 
ment  of  financial  condition  filed  under  para¬ 
graph  (a)  and  (2)  for  the  period,  if  any, 
between  the  close  of  the  latest  of  such  fiscal 
years  and  the  date  of  the  statement  of  fi¬ 
nancial  condition  filed  under  paragraph  (a). 
Furnish  a  statement  of  operations  for  the 
period  comparable  to  (b)  (2)  in  the  imme¬ 
diately  preceding  fiscal  year.  Statements  for 
the  three  latest  fiscal  years  under  (b)(1) 
shall  be  certified. 

Instructions.  1.  Reflect  information  or  ex¬ 
planation  of  material  significance  to  inves¬ 
tors  In  appraising  the  results  shown,  or  refer 
to  such  information  or  explanation  set  forth 
elsewhere  in  the  proxy  and  information 
statement.  Include  comparable  data  for  any 
additional  fiscal  years  necessary  to  keep  the 
statements  from  being  misleading.  The  state¬ 
ments  shall  reflect  the  retroactive  adjust¬ 
ment  of  any  material  items  affecting  the 
comparability  of  the  results. 

2.  In  connection  with  capital  stock  dis¬ 
tributable  to  the  eligible  account  holders 
pursuant  to  the  plan  of  conversion,  the 
statements  shall  reflect  earnings  that  would 
have  been  applicable  to  such  outstanding 
stock. 

(c)  Statements  of  changes  in  financial  po¬ 
sition.  Furnish  certified  statements  of 
changes  in  financial  position  (1)  for  each  of 
the  3  fiscal  years  preceding  the  date  of  the 
latest  statement  of  financial  condition  filed 
under  paragraph  (a)  and  (2)  for  the  period, 
if  any,  between  the  close  of  the  latest  of  such 
fiscal  years  and  the  date  of  the  latest  state¬ 
ment  of  financial  condition  filed  under  para¬ 
graph  (a). 

(d)  Omission  of  applicant’s  statements  in 
certain  cases.  Notwithstanding  paragraphs 
(a),  (b),  and  (c),  the  individual  financial 
statements  of  the  applicant  may  be  omitted 
if  (1)  the  conditions  specified  in  either  of 
the  following  paragraphs  are  met,  and  (2) 
the  Corporation  is  advised  as  to  the  reasons 
for  such  omission. 

(1)  The  applicant  is  primarily  an  operat¬ 
ing  company  and  all  subsidiaries  Included 
in  the  consolidated  financial  statements  filed 
are  totally-held  subsidiaries;  or 

(2)  The  applicant’s  total  assets,  exclusive 
of  Investments  In  and  advances  to  the  con¬ 
solidated  subsidiaries,  constitute  85  percent 
or  more  of  the  total  assets  shown  by  the  con¬ 
solidated  statement  of  financial  condition 
filed  and  the  applicant’s  total  gross  revenues 
for  the  period  for  which  its  statements  of 
operations  would  be  filed,  exclusive  of  Inter¬ 
est  and  dividends  received  from  the  consoli¬ 
dated  subsidiaries,  constitute  86  percent  or 
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more  of  the  total  gross  revenue  shown  by  the 
consolidated  statements  of  operations  filed. 

(e) (1)  Consolidated  statements.  Furnish 
consolidated  statements  for  the  same  periods 
and  as  of  the  same  dates  as  would  be  re¬ 
quired  for  the  applicant.  These  statements 
shall  be  certified  as  would  be  required  for 
the  applicant’s  statements.  (Paragraphs  (a), 
(b),and  (c)  above.) 

(2)  Unconsolidated  subsidiaries  and  other 
persons.  Subject  to  S  563b.7(q)  (2)  regarding 
group  statements  of  unconsolidated  subsidi¬ 
aries,  there  shall  be  set  forth  for  each  major¬ 
ity  owned  subsidiary  of  the  applicant  not 
consolidated  the  financial  statements  which 
would  be  required  If  the  subsidiary  were  Itself 
an  applicant.  Insofar  as  practicable,  these 
financial  statements  shall  be  as  of  the  same 
dates  or  for  the  same  periods  as  those  of  the 
applicant. 

(3)  Fifty-percent-owned  persons  and  other 
persons.  If  the  applicant  owns  directly  or 
Indirectly  approximately  60  percent  of  the 
voting  securities  of  any  person  and  approxi¬ 
mately  60  percent  of  the  voting  securities  of 
such  person  is  owned  directly  or  indirectly 
by  another  single  Interest,  or  If  the  applicant 
takes  up  the  equity  In  undistributed  earn¬ 
ings  of  any  other  unconsolidated  person, 
there  shall  be  set  forth  for  each  such  person 
the  financial  statements  which  would  be 
required  if  it  were  an  applicant,  subject  to 
S  663b.7(q)  (2)  regarding  group  statements. 
The  statements  set  forth  for  each  person 
shall  identify  the  other  single  Interest,  or 
other  interests  in  any  person  operated 
jointly. 

(4)  Omission  of  statements  required  by 
paragraphs  (2)  and  (3).  Notwithstanding 
paragraphs  (2)  and  (3) ,  there  may  be  omitted 
from  the  proxy  and  information  statement 
all  financial  statements  of  any  one  or  more 
unconsolidated  subsidiaries  or  50-percent- 
owned  persons  or  other  persons:  (1)  If  all 
such  subsidiaries  and  60-percent-owned  and 
other  persons  for  which  statements  are  so 
omitted,  considered  in  the  aggregate  as  a  sin¬ 
gle  subsidiary,  would  not  constitute  a  sig¬ 
nificant  subsidiary;  or  (2)  if  the  income  from 
the  subsidiary  reported  by  the  applicant  does 
not  exceed  10  percent  of  the  consolidated  net 
income  for  the  latest  fiscal  year  for  which 
income  statements  are  filed. 

(f)  Special  provisions — (f)  Succession  to 
other  business.  (1)  If  during  the  period  for 
which  its  statements  of  operations  are  re¬ 
quired,  the  applicant  has  by  merger,  con¬ 
solidation  or  otherwise  succeeded  to  one  or 
more  businesses,  the  additions,  eliminations 
and  other  changes  effected  in  the  succession 
shall  be  appropriately  set  forth  in  a  note 
or  supporting  schedule  to  the  statements  of 
financial  condition  set  forth.  In  addition, 
statements  of  operations  for  each  constitu¬ 
ent  business,  or  combined  statements  if  ap¬ 
propriate,  shall  be  set  forth  for  such  period 
prior  to  the  succession  as  may  be  necessary 
when  added  to  the  time,  if  any.  for  which 
statements  of  operations  after  the  succes¬ 
sion  are  set  forth  to  cover  the  equivalent  of 
the  period  specified  in  paragraphs  (a),  (b), 
and  (c)  above. 

(11)  If  the  applicant  by  merger,  consoli¬ 
dation  or  otherwise  is  about  to  succeed  to 
one  or  more  businesses,  there  shall  be  filed 
for  the  constituent  businesses  financial 
statements,  combined,  if  appropriate,  which 
would  be  required  by  these  instructions.  In 
addition,  there  shall  be  set  forth  a  state¬ 
ment  of  financial  condition  of  the  applicant 
giving  effect  to  the  plan  of  succession.  These 
statements  of  financial  condition  shall  be  set 
forth  in  such  form,  preferably  columnar,  as 
will  show  in  related  manner  the  statements 
of  financial  condition  of  the  constituent  busi¬ 
ness,  the  changes  to  be  effected  in  the  sue- 
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cession  and  the  statement  of  financial  con¬ 
dition  of  the  applicant  after  giving  effect  to 
the  plan  of  succession.  By  a  footnote  or 
otherwise,  a  brief  explanation  of  the  changes 
shall  be  given. 

(ill)  This  subparagraph  (1)  shall  not  apply 
with  respect  to  the  applicant’s  succession  to 
the  business  of  any  totally  held  subsidiary, 
or  to  the  acquisition  of  one  or  more  busi¬ 
nesses  by  purchase  if  such  businesses,  con¬ 
sidered  in  the  aggregate  as  a  single  sub¬ 
sidiary,  would  not  constitute  a  significant 
subsidiary. 

(2)  Acquisition  of  other  businesses.  (1) 
There  shall  be  set  forth  for  any  business  di¬ 
rectly  or  indirectly  acquired  by  the  applicant 
after  the  date  of  the  statement  of  financial 
condition  set  forth  pursuant  to  paragraph  (a) 
and  for  any  business  to  be  directly  or  indi¬ 
rectly  acquired  by  the  applicant,  the  finan¬ 
cial  statements  which  would  be  required  if 
such  business  were  an  applicant. 

(ii)  The  acquisition  of  securities  shall  be 
deemed  to  be  the  acquisition  of  a  business  if 
such  securities  give  control  of  the  business 
or  combined  with  securities  already  held  give 
such  control.  In  addition,  the  acquisition 
of  securities  which  will  extend  the  appli¬ 
cant’s  control  of  a  business  shall  be  deemed 
the  acquisition  of  the  business  if  any  of  the 
capital  stock  of  the  applicant  is  to  be  offered 
in  exchange  for  the  securities  to  be  acquired. 

(iii)  No  financial  statements  need  be  set 
forth  pursuant  to  this  subparagraph  (2). 
however,  for  any  business  acquired  or  to  be 
acquired  from  a  totally  held  subsidiary.  In 
addition,  the  statements  of  any  one  or  more 
businesses  may  be  omitted  if  such  businesses, 
considered  in  the  aggregate  as  a  single  sub¬ 
sidiary,  would  not  constitute  a  significant 
subsidiary. 

(g)  Filing  of  other  statements  in  certain 
cases.  ’The  Corporation  may,  upon  the  request 
of  the  applicant,  and  where  consistent  with 
the  protection  of  eligible  account  holders 
and  others,  permit  the  omission  of  one  or 
more  of  the  statements  herein  required  or 
the  filing  in  substitution  therefor  of  ap¬ 
propriate  statements  of  comparable  char¬ 
acter.  ’The  Corporation  may  also  require  the 
inclusion  of  other  statements  in  addition  to, 
or  in  substitution  for,  the  statements  herein 
required  in  any  case  where  such  statements 
are  necessary  or  appropriate  for  an  adequate 
presentation  of  the  financial  condition  of 
any  person  whose  financial  statements  are 
required,  <»  whose  statements  are  otherwise 
necessary  for  the  protection  of  eligible  ac¬ 
count  holders  and  others. 

(h)  Historical  financial  information — (1) 
Applicability  of  paragraph  {h).  The  informa¬ 
tion  required  by  this  paragraph  (h)  shall  be 
included  in  the  proxy  and  information  state¬ 
ment  if  in  the  opinion  of  the  applicant  it  is 
material  to  the  understanding  of  its  finan¬ 
cial  condition.  If  the  applicant  determines  to 
omit  the  information  required  by  this  para¬ 
graph,  it  shall  file  with  the  appropriate  form 
for  preliminary  approval  a  statement  briefiy 
explaining  such  omission. 

(2)  Scope  of  paragraph  (h).  The  infor¬ 
mation  required  by  paragraph  (h)  shall  be 
fiurnished  for  the  7-year  period  preceding 
the  period  for  which  statements  of  operations 
are  set  forth,  as  to  the  accounts  of  each 
person  whose  statement  of  financial  condi¬ 
tion  is  set  forth.  ’The  information  is  to  be 
given  as  to  all  of  the  accounts  specified 
whether  they  are  presently  carried  on  the 
books  or  not.  Paragraph  (h)  does  not  call 
for  an  audit,  but  only  for  a  survey  or  review 
of  the  accounts  specified.  It  should  not  be 
detailed  beyond  a  point  material  to  eligible 
accountholders  and  others. 

(3)  Revaluation  of  property.  (1)  If  there 
were  any  material  Increases  or  decreases  In 
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investments,  in  property,  plant  and  equip¬ 
ment,  or  in  intangible  assets,  resulting  from 
revaluing  such  assets,  state:  (a)  In  what 
year  or  years  such  revaluations  were  made; 
(b)  the  amounts  of  such  Increases  or  de¬ 
creases,  and  the  accounts  affected.  Including 
all  related  entries;  and  (c)  if  in  connection 
with  such  revaluations  any  related  adjust¬ 
ments  were  made  in  reserve  accounts,  state 
the  accounts  and  amounts  with  explanations. 

(il)  Information  is  not  required  as  to  ad¬ 
justments  made  in  the  ordinary  course  of 
business,  but  only  as  to  major  revaluations 
made  for  the  purpose  of  entering  on  the  books 
current  values,  reproduction  cost,  or  any 
values  other  than  original  cost. 

(iii)  No  information  need  be  furnished 
with  respect  to  any  revaluation  entry  which 
was  subsequently  reversed  or  with  respect 
to  the  reversal  of  a  revaluation  entry  recorded 
prior  to  the  period  if  a  statement  as  to  the 
reversal  is  made. 

(4)  Other  changes  in  surplus.  It  there  were 
any  material  Increases  or  decreases  in  sur¬ 
plus,  other  than  those  resulting  from  transac¬ 
tions  specified  above,  the  closing  of  the  profit 
and  loss  account  or  the  declaration  of  pay¬ 
ment  of  dividends,  state  (1)  the  year  or  years 
in  which  such  increases  or  decreases  were 
made;  (ii)  the  nature  and  amounts  thereof: 
and  (ill)  the  accounts  affected,  including  all 
material  related  entries.  Paragraph  (3)  (iii) 
shall  also  apply  here. 

(6)  Predecessors.  The  Information  shall  be 
furnished,  to  the  extent  it  is  material,  as  to 
any  predecessor  of  the  applicant  from  the 
beginning  of  the  period  to  that  date  of  suc¬ 
cession,  not  only  as  to  the  entries  made  re¬ 
spectively  in  the  books  of  the  predecessor  or 
the  successor,  but  also  as  to  the  changes  ef¬ 
fected  in  the  transfer  of  the  assets  from  the 
predecessor.  However,  no  information  need  be 
furnished  as  to  any  one  or  more  predecessors 
which,  considered  in  the  aggregate,  would  not 
constitute  a  significant  predecessor. 

(6)  Omission  of  certain  information,  (i) 
No  Information  need  be  furnished  as  to  any 
subsidiary,  whether  consolidated  or  uncon¬ 
solidated,  for  the  period  prior  to  the  date  on 
which  the  subsidiary  became  a  majority- 
owned  subsidiary  of  the  applicant  or  of  the 
predecessor  for  which  Information  is  required 
above. 

(ii)  No  Information  need  be  furnished  to 
any  one  or  more  unconsolidated  subsidiaries 
for  which  separate  financial  statements  are 
filed  if  all  subsidiaries  for  which  the  infor¬ 
mation  is  so  omitted,  considered  in  the  ag¬ 
gregate  as  a  single  subsidiary,  woiild  not 
constitute  a  significant  subsidiary. 

(Ill)  Only  the  information  specified  in 
paragraph  (3)  need  be  given  as  to  any 
predecessor  or  any  subsidiary  thereof  if  im¬ 
mediately  prior  to  the  date  of  sxiccesslon 
thereto  by  a  person  for  which  information 
is  required,  the  predecessor  or  subsidiary  was 
in  insolvency  proceedings. 

Item  18.  Consents  of  experts  and  reports. 
(a)  ’The  proxy  and  information  statement 
shall  briefiy  describe  all  consents  of  experts 
filed  pursuant  to  section  663b.3(n) . 

(b)  ’The  statement  shall  contain  a  report 
of  the  Independent  public  accountants  who 
have  certified  the  financial  statements  and 
other  matters  in  the  statement. 

Instruction.  ’The  Instruction  to  item  15 
shall  apply  to  paragraph  (a)  of  this  item. 

Item  10.  Attachments.  There  shall  be  at¬ 
tached  to  the  proxy  and  Information  state¬ 
ment  distributed  to  eligible  account  holders 
and  association  members  a  copy  of  the  ap¬ 
plicant’s  plan  of  conversion  as  preliminarily 
approved  by  the  Corporation.  ’There  may  also 
be  attached  to  such  statement  a  copy  of 
any  stock  option  or  stock  purchase  plan  de¬ 
scribed  tinder  Item  14. 
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Form  FA 
[Facing  Shekt] 

FEDERAL  HOME  LOAN  BANK  BOARD 

Federal  Savings  and  Loan  Insurance 
Ck>rp<Matlon 

Wasbingion,  D.C.  20552 
Application  for  Final  Approval  of  Conversion 


(Exact  name  of  applicant  as  specified 
in  charter) 


(Street  address  of  applicant) 


(City,  State,  and  zip  code) 


(Date  of  application) 

Items 

Item  1.  With  respect  to  each  matter  voted 
upon  at  the  meeting  of  members  to  consider 
the  plan  of  conversion  and  related  to  such 
plan,  state  the  total  number  of  votes  eligible 
to  be  cast;  the  total  number  of  votes  cast  in 
favor  of  each  such  matter;  and  the  per¬ 
centage  of  votes  necessary  to  improve  each 
such  matter. 

Item  2.  State  the  actual  price  proposed  by 
the  applicant  pursuant  to  §563b.9(d).  If  it 
is  not  feasible  to  state  such  actual  price,  state 
the  final  price  range  pursuant  to  S  563b.9(d). 

Exhibits 

Exhibit  1.  Attach  a  statement  by  an  Inde¬ 
pendent  public  accountant  or  Independent 
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transfer  agent  that:  (1)  Such  accountant  or 
transfer  agent  has  mailed,  or  supervised  the 
mailing  of,  the  proxy  and  Information  state¬ 
ments,  order  forms,  proxy  forms,  and  war¬ 
rants  or  rights.  If  applicable,  to  eligible 
account  holders  and  association  members  in 
accordance  with  {!  563b.8  and  563b.9;  (2) 
such  accountant  or  transfer  agent  has  re¬ 
ceived  the  completed  proxy  forms;  (3)  such 
accountant  or  transfer  agent  has  reviewed 
the  applicant’s  systems  and  procedures  for 
calculating  the  pro  rata  entitlement  of  eligi¬ 
ble  account  holders,  has  completed  a  test 
check  of  such  calculation  and  has  reviewed 
written  inquiries  received  by  the  applicant 
respecting  the  amount  of  the  securities  allo¬ 
cated  to  inquiring  eligible  account  holders 
on  a  test  basis  for  the  purp>ose  of  stating 
that,  based  on  his  review,  he  is  aware  of  no 
indications  that  the  entitlements  were  cal¬ 
culated  in  a  manner  inconsistent  with  the 
plan;  (4)  all  votes  cast  by  proxy  were  cast  in 
accordance  with  the  choice  or  choices  made 
on  each  proxy  form;  and  (5)  in  his  opinion, 
the  results  reported  pursuant  to  Item  1  of 
this  form  accurately  refiect  such  choices. 

Exhibit  2.  Attach  an  opinion  of  counsel  to 
the  effect  that:  (1)  The  meeting  of  members 
was  held  in  accordance  with  all  requirements 
of  applicable  State  and  Federal  law  and  regu¬ 
lation;  and  (2)  all  requirements  of  State  law 
applicable  to  the  conversion,  including  State 
and  Canadian  seciHitles  laws,  have  been  com¬ 
plied  with,  except  to  the  extent  that  the 
granting  of  final  approval  by  the  Corporation 
is  such  a  requirement. 

Exhibit  3.  Attach  a  copy  of  the  pricing 
materials  required  by  section  563b.9(g)  in 


support  of  the  information  contained  in 
Item  2. 

Exhibit  4.  Attach  a  certified  copy  of  each 
resolution  adopted  at  the  meeting  of  the 
members  to  consider  the  plan  of  conversion. 

Exhibit  5.  Attach  copies  of  all  exhibits  and 
other  information  required  by  Form  PA  and 
Part  563b  and  not  previously  submitted. 

(Secs.  402,  403,  407,  48  Stat.  1256,  1257,  1260 
as  amended;  12  U.S.C.  1725,  1726,  1730;  sec.  5, 
48  Stat.  132,  as  amended;  12  U.S.C.  1464. 
Reorg.  Plan.  No.  3  of  1947,  12  PR  4981,  3  CPR, 
1943-48  Comp.,  p.  1071) 

Interested  persons  are  invited  to  sub¬ 
mit  written  data,  views,  and  arguments, 
to  the  Office  of  the  Secretary,  Federal 
Home  Loan  Bank  Board,  101  Indiana 
Avenue  NW.,  Washington,  DC  20552,  by 
March  12,  1973,  as  to  whether  this  pro¬ 
posal  should  be  adopted,  rejected,  or 
modified.  Written  material  submitted 
will  be  available  for  public  inspection  at 
the  above  address  unless  confidential 
treatment  is  requested  or  the  material 
would  not  be  made  available  to  the  pub¬ 
lic  or  otherwise  disclosed  under  §  505.6  of 
the  general  regulations  of  the  Federal 
Home  Loan  Bank  Board  (12  CFR  505.6). 

By  the  Federal  Home  Loan  Bank 
Board. 

[seal]  Grenville  L.  Millard,  Jr., 

Assistant  Secretary. 

[FR  Doc.73-461  FUed  l-10-73;8:45  am) 
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FEDERAL  HOME  LOAN  BANK  BOARD 

PLANS  OF  CONVERSION 
Change  in  Distribution  Record  Date 
January  3,  1973. 

Pursuant  to  section  5  of  the  Home 
Owners’  Loan  Act  of  1933,  as  amended 
(12  U.S.C.  1464),  and  title  IV  of  the 
National  Housing  Act,  as  amended  (12 
U.S.C.  1724,  et  seq.),  the  Federal  Home 
Loan  Bank  Board  hereby  gives  notice 


that  the  latest  date  the  Board  will  ap¬ 
prove  as  the  date 'for  determining  the 
eligibility  of  account  holders  to  receive 
stock  under  a  plan  to  convert  a  federally 
insured  mutual  savings  and  loan  associa¬ 
tion  to  the  stock  form  of  organization 
is  changed  from  July  13,  1972,  or  earlier 
to  December  31,  1972,  or  earlier. 

By  the  Federal  Home  Loan  Bank  Board. 

[  SEAL  ]  Grenville  L.  Millard,  Jr., 
Assistant  Secretary. 

IFR  Doc.73-462  Filed  1-10-73:8:45  am] 
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